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Note:  In  certain  instances  additional  documents  not 
relating  to  this  case  were  physically  attached  to  the  Gov- 
ernment's State  Exhibits  as  introduced  in  evidence.  Also 
in  certain  instances  photostatic  copies  of  Government's 
Baltimore  Exhibits  were  attached  to  the  Government's 
State  Exhibits  to  which  they  appeared  to  relate.  These 
documents  are  omitted  here  by  stipulation-.- 
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GOVERNMENT'S  STATE  EXHIBITS  25  AND  25-A 


Reproduced  on  following  pages. 
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PREPARING  OFFICE 
WILL   INDICATE  WHETHER 

Collect 

Charge  Department 


Telegram  Sent 


Charge  to 
$ 


>4 


OR 


TO  BE  TRANSMITTED 

CONFIDENTIAL  CODE 

NONCONFIDENTIAL  CODE 

PARTAIR 

PLAIN 


!938K(3  15     pi    7,  34 

February  15,  JL938. 


ALLEGATION 

VIENNA  (AUSTRIA) 


.1?. 


£ 


^our  No.    18,   February  14,    9  u.m. 

z     / 

The  Department  has   found  your   recent   telegraphic 
reports,    and  in'particular  your  telegram  under  reference, 
most   enlightening  and  'extremely  helpful-/"^ 
//'     I  am  'somewhat  \  concerned,!  however,!  by   the /statements/ 


which  you  say /you  made  to/Schmidt,)  as  reported  by/youiin 
the   sixth j oar agraph  of   your 'telegram! ■   You   should/ very 
carefully /avoid,.'  in  the  future!    making  any/ statements/ 
which  can/possibly/be  Icons  trued  I  as  j  implying  that /your/ 
Government)  is -involving  lit  self,/in  any  sense,    in/European/ 

i  I  I      ' 

questions   of '  a  (purely  political   character  lor  J  $s   taking/ 


any  part,/  even   indirectly!    in  the]  determination  [of    such] 


questionsl 


U:SV/:DLK 

Enciphered  by 


r- 


Sent  by  operator M., 


.,  19. 


-4 

cn 

10 

CD 

04 

:o 


-a 


D.  C.  R.— No.  50 


1 — 1402  U.  t.  GOVERNMENT  PRINTING  OFFICE 


EDA        TELEGRAi;  3ENT 

TW  s  telegram  must  be         February  15,  1938 
closely  .tra  phrased 
■  'J^HXtort   beins  cannunl-  4  p#m# 

y* ''   cated  to  r.r^fonc  (b) 

t'k>*  VIE::.^   (AUSTRIA) 

PA/11  K^ 
EA 

r:i3.  "        Your  i;o.  18,  February  14,  9  p#m, 

EUx^ 

hE/      The  Department  has  found  your  recent  telegraphic 

RAjr 

hi^  reports,  and  In  oart^cular  your  telegram  under  reftrence, 

PI 

ta  jnost  en?.i^J-itenino  anc'  extremely  helpful. 

ci  <^ 

Vk  I  an  a one  what  concerned,  however,  by  the  statements 

\? 

i>k  yt&tih  you  say  you  made  to  Schmidt,  a3  reported  by  you  in 

a-k/c    the  sixth  naragraph  of  your  telegram.     You  should  very 

CA 

tK    carefully  avoid,  in  the  future,  making  any  statements 
Kk         wMch  can  possibly  be  construed  as  implying  that  your 

w A VACS 

IC 

Uk 

Pi) 

PR 
PP 
ID 

w> 


Government  is   involving  itself,   in  any  sense.    In  European 
questions  of  a  purely  political  character  or  13   talcing 
any  part,   even  indirtotly,in  the  determination  of  such 
questions* 


HULL 
5W 


UiSv/:D  *•. 
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^Reproduced  on  following  pages. 


CA     ^ 

This  t  ElEgrar  nsst  bE 
cIogeIv  T3r.rr.-1hrr.GEd  'bE-        PARIS 


938 


REcd  5:03  p.n. 

1— 1330 


SEcrEtary  of  StatE,        From 
"Vanliin^ton, 


241,'  FEbruary  15,  4  p.n. 

REfEL"EiicE  my  194,  FEbruary  4,   6  p.n. 

Ttn*:T^z.TTiAL 


vffi 


?  ,/^ 


-4 

en 

r  "v 

o 

01 

o 


TliE  oai'.:E  informant  in  tliE  Austrian  LEgation  advisEd  us 
today  that  for  thE  past  fEv;  wEEks  Italy  ha 3  assurEd  Austria 
that  in  tliE  EVEnt  of  Gemcn  aggrE33ion  against  Austria  Italy 
will  nobilizE.  Italy  has,  hov/EVEr,  at  thE  sariE  tir.iE  urgEd 
Austria  to  tEnporizE  aa  nuch  as  possiblE  with  GErnany  in  ordEr 
to  gain  tir.iE  and  not  put  Italy  in  thE  position  of  having  to 
takE  such  action, 

—r 

Our  informant  likEwisE  3  tat  Ed  that  hE  had  talkEd  ^VErYr* 

thE  tEl.EphonE  to  ViEnna  this  morning  end  that  it  was  his 

to  lV 

imprESsion  that  ChancEllor  Schuschnigg  would  probably  aqapoint 

SEiss-Inquart  a3  IlinistEr  of  thE  IntErior  and  hEad  of  public 

3Ecurity  but  would  havE  thE  control  of  thE  gcvErnr.iEnt  policE 

takEn  away  from  thE  lattEr  dEpartn.Ent  and  put  undEr  thE 

PrEfEct  of  I'olicE  in  ViEnna;  thus  outwardly  accEding  to         ->j 

HitlE.r'3  dE::and3  but  actually  not  doing  so  in  that- thE 

lattEr1 s  real  dEsirE  was  to  havE  a  Nazi  sympathizEr  control 

thE  poliCEt 

BULLITT 

tfPL  EI  IB 


WIA, 


1fhis  t  c.'-cttoi  noot  be 
cl^3*7.y  para->hr£oed  be* 
fore  beiii„  o^.rtunlnated 
t»  anyone   (*) 


PA3IS 

m-.tKd  Frb,  an#  iwd 

Heed  5:03  p,n. 


licwretcry  of  State, 

i 

feahlrrjfeon, 

241,  February  15*   4  pwru 

Re££?cft6e  gifr  194,  Pebrujtr^  4*  ©  P««« 

fhe  aane  infornant  In  the  .'.uatrian  Legation  advised  ua 
todr.y  that  for  the   peat  frv:  t/ecka  Italy  ha  a  c.asurrd  Auatria 
that  In  the    event  of  Oemcn  as^reaaion  carina t  Auatria  Italy 
will  nobllise*  Italy  haa,  however,  at  the  acne   tine  urged 
Austria   tc  tcnporlsc  r.o  nuch  a  a  poaoiblf  with  Ocmciny  in  orde** 
t^  gain  tine  r.nd  not  put  Italy  in  the  position  of  havin.3  to 
take  oueh  action* 

Our  .iofcmaat  llkewlae  atfited  that  he  bed  talked  over 

i 
i 

the  telephone  to  Vienna  this  norning  and  that  it  was  his 
inpreaci*m  that  Chancellor  Sohuaohni^;;  w~uld  probably  appoint 
Sciaa-Inquart  aa  Iliniater   of  the  Interior  and  head  of  public 
security  but  would  have  thr  control  of  the  sovernncnt  police 
taken  cway  fron  the  latter  department  and  put  unler  the 
rrcfect  or  I^iice   in  Viennc|    thun    outv/crdly  receding  to 
"ltler'a  f.c-'anda  but  actually  n^t  doin^  ao   in   that' 
latter'o  r»:al  deiJrr  ura    t  •>  have  a  Nazi   synpathlzer  control 
the   p.  Tier, 

LUX  LI  -T 


v.?i  £:tr» 
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TELEGRAM  RECEIVED 


%0 


MBo  >-»«  _Q  GRAY   -<:1  ■  "  ■)  (938 

•>  From     ,  v*  / 

!  Ar  London  '  '•' '  -;■    ;;  .-■,!■  r-.vv 

v  Q 

i  vV         DatEd  FEbrur.ry  16,   1938 

m 

REc*d  3:02   p.m.  Q 

SEcrEtary   of  Stat e,  /  • 


Washington, 


> 


136,  PEbruary  16,  7  p.m. 

Your  57,  FEbrur.ry  4,  7  p.m.,  and  prEviornrp^'"""'* 

'  01 

S  ??J  C7LY  C  ONFI  DE  NTI AL . 

O 
Admiral  Lord  ChatfiEld  talkEd  informally  "but  at  O 

Z 
somE  lEngtli  yEctErday  with  Captain  Willson  concerning  CO 

Escalation  undEr  thE  London  TrEc.ty,  BasEd  on  this  con-         ZO 

VErsr.tion  it  aopEars  probablE  that  thE  Admiralty  will  O 

H 

favor   for   this   yEar's   programmE  raising   thE   battlE3hip  """ 

O 

limit   to  about  39,000   tons   and  making   no   changE   in  cruisEr  ^ 

limits*      Captain  Willson   forwardEd  a  full   rEport  by  mail  — 

to  tliE  Navy  DEpartmEnt   in  yEstErdayTs   pouch  via  QUEEN  (0 


M/.RY.  ;r 

E     •  ;*, 

JOHNSON  =c       \$ 

GW:TTPD  ;  J       "  •     M 

4 


fl 


I 

I 

I  / 

)   I 

-•  4 

■    i 


L"1 


01^1 


MBo  ORAI 

London 

Bfe%C&  February  16,  1938 
Reo'd  5s02  p.m* 
C^     Secretary  of  State, 

t  \y 

i    ■'  Washington* 

I  136,  February  16,  7  p.m. 

1    J- 

i  Yovx  67,  February  4,  7  p*im,  and  previous. 

i 

1    -y>  S73XC?Li"  CONFIDEm^L* 

I  ■*  Admiral  Lord  Chatfield  trlkcd  infonar.lly  but  at 

I    < 

* ;  ^        tone  length  yesterday  with  Captain  Willson  concerning 
VA  cior.lc.tion  under  the  London  Treaty*     Based  on  this  con 

▼creation  it  appears  probable    that   the  Admiralty  will 
favor  for  thic  yearns  programme  raising  the  battleohip 


i  \ 

I  i 

J~  */(       limit  to  about  99,000  tons  and  making  no  change  in  cruiser 

rn 

FL0  limit-*     Captain  Willson  forwarded  a  full  report  by  mail 


to  the  Havy  Deportment  in  yesterday^  pouch  via  QUEEN 


ftp  J0H33CN 


vj  OUtrTD 
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V 


REB 


TELEGRAM  RECEIVED 


rtHf 


u 


This  tElEgram  must  be 
closEly  paraphrased  bE- 
forE  being  communicated 
to  anyonE.  (D) 


SEcrEtary  of  StatE, 
Washington, 


From 


PARIS 

DatEd  FEbruary  16,  1938 

REc'd  3:47  p.  m. 


;/■■ 


/ 


249,  FEbruary  16,  5  p.  m. 

STRICTLY  CONFIDENTIAL  FOR  THE  SECRETARY. 

ThE  Austrian  MinistEr  has  just  rEad  to  itiE  a 
tElEgram  which  hE  rECEivEd  this  morning  from  Schuschnigg. 
It  indicatEd  that  Schuschnigg  has  by  no  mEans  givEn  up 
hopE  of  maintaining  Austrian  indEpEndEncE. 

SChushnigg  had  confidEncj:  that  SEyss-Inquart, 
although  a  pan-GErman,  would  not  work  in  an  undErhand 
manner  for  tht  introduction  of  Nazis  into  thE  regime. 

Amnesty  would  bE  ext Ended  at  oncE  not  only  to 
Nazis  but  also  to  Social  DEmocrats.   This  amnesty  -n 
would,  hov/EVEr,  not  includE  thosE  who  had  Emigrated 


S  \M 


CO 

from  Austria  thus  excluding  from  the  country  all  thos-£  ,\J 

Austrian  Nazis  who  are  now  in  GErmany, 

ThE  right  to  conduct  political  propaganda  would  be 

extended  not  only  to  the  Nazis  but  also  to  the  Monarchists 

and  Social  DEmocrat3.   ThosE  Nazis  who  had  bEEn  excluded 

from  officE  and  pEnslons  bEcausE  of  thEir  political 

opinions  would  have  their  pensions  restored  but  would 

not 


^1 

0) 

Oi 


0 

I 

c 


I 

2. 


CD 


JJ' 


REB 

2-#249,  Prom  Paris,  FEb.l6,5p,m. 

not  bE  givEn  thEir  formEr  officEs. 

ThE  position  of  Schuschnigg  was,  I  gathErEd,  thE 

following:   that  he  would  continuE  to  strugglE  for 

Austrian  indEpEndiW^J  that  hE  bEliEVEd  this  indEpEndEncE 

could  bE  maintainEd  in  thE  long  run  only  if  thErE 

should  bE  rEConciliation  bEtwEEn  England,  FrancE, 

and  Italy;  that  hE  considErEd  rECOgnition  of  Ethiopia 

ESSEntial  for  any  such  rEConciliation  sincE  thE 

Italians  were  gEnuinEly  convincEd  that  thE  British  at 

somE  futurE  datE  would  attEmpt  to  drivE  thE  Italians 

out  of  Ethiopia  which  would  mEan  thE  collapsE  of  thF 

Fascist  TEgimE  in  Italy, 

(END  SECTION  ONE) 

BULLITT 

WWC-NPL 


reb         TELEGRAM  RECEIVED 


This   tElEgram  must   bE 

closElyj^^raphrasEd  bE-  PARIS 

forE   bEing  communicntEd  From 

to   anyoriE.    (D)  DatEd  FEbruary   16,1938 

REC'd  4:47   p.  m. 


T| 


SEcrEtary  of  StatE, 
Washington. 

249,  FEbruary  16,  5  p.  m,  (SECTION  TWO) 

Schuschnigg  fElt  that  thE  actions  which  hE  was 

about  to  takE  would  producE  a  tEmporary  brEathing 

pEriod  but  in  thE  End  would  provE  to  bE  just  as  un-         (>l 

satisfactory  to  HitlEr  as  his  actions  which  followEd 

thE  accord  of  July  1936.  He  ExpEctEd  thErEforE  that 

at  somE  futurE  datE  GErmany  would  attEmpt  again  to 

rEpEat  thE  BErchtEsgadEn  coup  and  would  mobilizE  if 

nECESsriry  on  thE  Austrian  frontiEr.   He  would  makE 

no  furthEr  concES3ions.  He  could  not  attEmpt  to  fight 

GErmany  alonE  and  if  facEd  by  GErman  mobilization  would 

havE  to  rEsign. 

ThE  quEstion  of  Austrian  ExistEncE  as  an 

indEpEndEnt  statE  thErEforE  dEpEndEd  on  thE  possibility 

that  bEforE  HitlEr  again  should  bEcomE  sufficiEntly 

irritated  to  mobilizE  on  thE  Austrian  frontiEr  thErE 

might  bE  rEconciliation  bEtwEEn  England,  FrancE  and       m 

Italy  and  an  agrEEmEnt  bEtwEEn  thosE  statEs  to  support     ££ 

Austrian      JJl 


0 
I 

C 


g 


<E 


« 


REB 


2-#249,  From  Paris.  Fed, 16, 5p.m, 
(Sec.  Two) 


Austrian  indEpEndEncE. 

ThE  Austrian  MinistEr  addEd  that  hE  bEliEVEd 
thE  ExtEnsion  of  amnEsty  to  thE  Social  DEmocrats 
would  add  grEatly  to  thE  strEngth  of  Schuschnigg's 
rEgimE  as  thE  Social  DEmocrats  would  de  thE  strongEst 
opponEnts  of  a  gradual  Nazification  of  Austria, 

In  contradiction  of  thE  opinions  ExprEssEd 
abovE  with  rEgard  to  SEyss-Inquart  I  was  told  this 
morning  by  a  gEntlEmon  who  says  hE  knows  SEyss-Inquart 
intimatEly  that  thE  lattEr  is  a  hundrEd  pErcEnt 
Nazi  by  conviction  although  a  dEvout  Catholic  and 
that  hE  will  insErt  Nazis  gradually  into  all  vital 
posts  and  strikE  for  a  dEcision  in  a  fEw  months. 

END  MESSAGE. 

BULLITT 

NPL 

EMB 


REfi 


i; ...... 


This  telegram  must  be 
closely  paraphrased  be- 
fore beln^  cotmunicated 
to  anyone •  (D) 


PARIS 

Dated  February  16,   1938 

Rec'd  St  47  p#  nu 


Secretary  of  State, 
Washington* 


< 


/ 


i 

i   r 
i   «. 


|V 

'A. 
./I, 


249,  February  16,  5  p.  m. 

STRICTLY  CONPIDEMTIAL  FOR  THE  SECRETARY. 

The  Austrian  Minister  has  just  read  to  me  a 
telegram  which  he  received  this  morning  from  Schuschnlgg* 
It  indicated  that  Schuschni^g  has  by  no  means  given  up 
hope  of  maintaining  Austrian  independence* 

Sfthushnlgg  had  confidence  that  Scyss-Inquart, 
although  a  pan-Qerman,  would  not  work  in  an  underhand 
manner  for  the  introduction  of  Nazis  into  the  regime* 

Amnesty  would  be  extended  at  once  not  only  to 
Nazis  but  also  to  Social  Democrats.  This  amnesty 
would,  however,  not  Include  those  who  had  emigrated 
from  Austria  thus  excluding  from  the  country  all  those 
Austrian  Nazis  who  arc  now  in  Germany* 

The  right  to  oonduct  political  propaganda  would  be 

extended  not  only  to  the  Nazis  but  also  to  the  Monarchists 

and  Social  Democrats.  Those  Nazis  who  had  been  excluded 

from  office  and  pensions  beoause  of  their  political 

opinions  would  have  their  pensions  restored  but  would 

not 


R£B 

2-#249,  Prom  Paris,  Peb.l6,5p.nu 

not  be  civcn  their  former  offices. 

The  position  of  Schuschnlgg  was,  I  gathered,  the 

following l   that  he  would  continue  to  strurrlL  for 

A/ 
Austrian  lndepmddce;  thnt  ht  believed  this  Independence 

could  be  mlntalned  In  the  long  run  only  If  there 

should  be  reconciliation  between  tn^land,  Prance, 

and  Italy;  that  he  considered  recognition  of  Ethiopia 

essential  for  nny  nuch  rec>  nd  11  atlr  ,i  since  the 

Italians  were  genuinely  convinced  thnt  the  British  at 

some  future  date  would  attempt  to  drive  the  Italians 

out  of  Ethiopia  whloh  would  mean  the  collapse  of  the 

Fn-jcJst  regime  in  Italy* 

(END  SECTION  ONE) 

BULLITT 

TY^-NPL 
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This  telegram  must  be 

closely  paraphrasEd  be-         PARIS 

fore  bcinf  corwinnic.it Ed 

to  anyone,  (P)  Dated  February  16,1938 


A_.,^-    Secretary  of  State, 


Rec'd  4:47   p.  m. 


"fashington. 


{r'/'i  :  ]  •,    February   16,    b   p.   ra.    (3ESTI0N    T\1C) 

LP 

fi:.-.  3chuschpi£3  felt   t'mt   thE   actions   which  he   was 


satisfactory  to  Hitler  as  his   actions  which  followed 


ft.-,  about   to  takr   <*oul  i  produce   a  temporary  breathing 

,'»■ 

*j.  period  but    in   thE    end  v»ould  prove   to  be    Just   as   un- 

n 

ci 

ka  the  accord  of  July  1936.     He   expected  therefore  that 

FT 

i  a       ot  some  future  date  Germany  would  attempt  again  ra 
a  -'/'     repeat  the  !):rchtesgaden  coup  and  would  mobilize  if 

CA 

<*H       nect3J.»ry  on  the  Austrian,  frontier.   He  wouli  make 

1^      no  farther  concessions.  He  could  not  attempt  to  fight 
sava;.f 


Qcnnany  alone  and  if  faced  by  German  mobilization  would 

have  to  resign. 

The  question  of  Austrian  existence  as  an 

independent  state  therefore  defended  on  the  possibility 

that  before  hitler  a^ain  should  become  sufficiently 

irritated  to  mobilize  on  the  Austrian  frontier  there 

mi£ht  be  reconciliation  between  England,  Prance  and 

Italy  an;  an  agreement  between  those  states  to  support 

Austrian 


RCi 

2-#249,  Prom  Paris.  Peb#l*,5p.m. 
(Sec.  Two) 

Austrian   independence. 

The  Austrian  Minister  added  that  he  believed 
the   extension  of  amnesty  to  the  Social  Democrats 
would  add  greatly  to  the  strength  of  $ohuschnlgg's 
rcglne  as   the  Social  Democrats  would  o«  the   strongest 
opponents  of  a  gradual  Notification  of  Austria,, 

In  contradiction  of  the  jctulAlon*  e*pc«t»ed 
above  with  rer^rd  to  3tysa-Inqvari  1  was  told  this 
morning  by  a  gentleman  who  sap  nt  knows-  £cyss-Inquart 
intimately  that  the  latter  is  a  hundred  percent 
Nasi  by  con v lot  ion  although  a  devout   Sat hoi ic  and 
that  he  will   insert  Mails  gradually  into  all  vital 
posts  an1  strike  for  a  decision  in  a  few  months* 

.I.D  Ki£33AC£# 

BULLITT 

■PL 
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This  tElEgram  must""BT 

closElyparaphrasEd  bE-  PARIS 

forE  bHffg  coinmunicatE^rmjM 

to  anyonE.    (C)  DatEd  FEbruary  16,   1938 

REC«d  4:34  p.  m. 

SEorEtary  of  StatE, 
Washington. 

255,  FEbruary  16,  9  p.  m. 

In  convErsation  today  thE  BElgian  Ambassador        Tj 
who  ssrvEd  in  BErlin  bsforE  coming  to  Paris  said 
that  in  his  opinion  thE  Austrian  situation  might 
Easily  havE  found  a  wotse  solution  than  thE  tEmporary 
onE  actually  rEachEd.  Evsry  onE  knsw  that  in  thE 
absEncE  of  a  dEtErminEd  stand  by  Grsat  Br^palp  and 

FrancE  HitlEr  could  seIze  Austria  whenever  hE  wantEd 

m 
to.  As  a  mattEr  of  fact  hE  had  not  seized  Austria      ~      $ 

but  had  come  to  an  agreement  with  Schuscnnigg  by 


brutal  methods,  it  is  truE,  undEr  which  Austria  would 

be  allowed  to  continue  as  an  independent  state  for 

the  time  being  at  least.  Kerchove  attached  great 

importance  to  thE  fact  that  Skubl  as  Undersecretary 

Of  the  Department  of  SEcurity  is  apparently  to  con- 

tinue  in  control  of  the  Austrian  police  and  felt 

that  this  as  well  as  other  points  which  Schuscnnigg 

Is  reported  to  have  obtained  indicate  that  there  has 

not  by  any  means  been  complete  abdication  in  the  face 

of  Hitler's  demands. 

BULLITT 
KPL-EMB  <4 

^3-0 


^  c 


0 

I 


Ul£TRIBUT£pa 


This  tele  grip  wit  be 

closely  paraphrased  be- 
fore being  oraaminloated 
to  anyone,  (0) 


PARIS 

Dated  Pebruary  16,   1936 
Reo*d  4tS4  p.  m. 


Secretary  of  State, 
*Jaahlngton# 

255,  Pebruary  16,  9  p.  m. 

In  conversation  today  the  Belgian  Ambassador 
who  served  in  Berlin  before  oeming  to  Paris  sold 
that  in  hit  opinion  the  Austrian  situation  night 
easily  have  found  a  worse  solution  than  the  temporary 
one  actually  reached.  Every  one  knew  that  in  the 
abacnoe  of  a  determined  stand  by  Great  Britain  and 
France  Hitler  oould  seise  Austria  whenever  he  wanted 
to*  As  a  matter  of  foot  he  hsd  not  seised  Austria 
but  had  oosic  to  an  agreement  with  Sonus ohnlgg  by 
brutal  methods,  it  is  true,  under  whioh  Austria  would 
be  allowed  to  continue  as  an  independent  state  for 
the  time  being  at  lenat*  Kcrohovc  attached  great 
importance  to  the  faot  that  Skubi  as  Undersecretary 
Of  the  Department  of  Security  is  apparently  to  con- 
tinue In  control  of  the  Austrian  police  and  felt 

that  this  as  well  as  other  points  whioh  Sohusohnigg 

is  reported  to  have  obtained  indicate  that  there  has 

not  by  any  means  been  complete  abdication  in  the  faoc 

of  Hitler's  demands* 

BULLITT 
MPUCMB 
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TELEGRAM  RECEIVED 


This    tElEgram  must   bE_ 


closEly  paraphrasEd  bE- 
forE  bEingxjjgSjmmunicatEd 
to   anyoriE.    (B)  From 


VIENNA 

DatEd  FEb.    16,    1930 

REcd   8:48  p.m. 


SEcrEtary  of  StatE, 
Washington* 

RUSH 

25,    FEbruary   16,    10  p.m. 

STRICTLY  CONFIDENTIAL 

My  21,  FEbruary  15,  5  p.m. 
,    HavE  just  sEEn  MinistEr  for  ForEign  Affairs  Schmidt 
who  sEEmEd  on  thE  wholE  chEErful.  Ke  ExprEssEd  confidEnce 
that  a  pEriod  of  intErnal  quiEt  would  EnsuE  but  fElt 
nEVErthElES3  that  likE  thE  agrEEmEnt  of  July  11  only 
tEmporary  appEasEmEnt  could  bE  obtainEd.  ThE  task  of 
SEyss-Inquart  would  bE  to  bring  into  thE  fold  thosE  eIe- 
mEnts  which  havE  so  far  bEEn  irrEconcilablE .  He  did  not 
know  how  this  could  bE  accomplishEd  and  forEsaw  that 
SEyss-Inquart  would  havE  difficulty  with  Nazi  ExtrEmists. 
Probably  sEVEral  nEw  councilors  of  statE  would  bE  appoints! 
but  this  had  alrEady  bEEn  undEr  dElibEration  with  SEyss- 
Inquart  for  somE  timE.  I  askEd  what  furthEr  stEps  thE 
Austrian  GovErnmEnt  would  takE  in  carrying  out  BErchtEs- 
gadEn  agrEEmEnt,  He  rEpliEd  that  pEnsions  would  bE  givEn  m 
to  Ex-functionariEs  who  wete  dismiss  Ed  for  Nazi  activities^ 

ThEy  would,  howEVEr,  not  bE  rEinstatEd.  ThE  amnEsty  did   £§ 

oo 

not  apply  to  thE  Austrian  LEgionairEs  in  GErmany.  He 


^1 

0) 

ro 
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* 


o 
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CA       — 2—25  from  ViEnna 

He  dEsirEd  that  somEonE  bE  appointEd  in  admin is t rat Ive 
capacity  to  look  aftEr  Austro-GErman  prEss  mattErs  undEr 
thE  two  govErnmEnts.  This  movE  hE  said  had  not  bEEn 
dictatEd  by  HitlEr. 

Schmidt  said  that  prESEnt  GErman  manEUVErs  on  thE 
Austrian  front iEr  had  bEEn  plannEd  for  two  months.  He  did 
not  bEliEVE  that  thEy  wete  a  military  dEmonstration  against 
Austria, 

in 

Also  saw  thE  PrEnch  Minis tEr  who  has  intErviEWEd 
Schuschnigg  and  HornbostEl  with  both  of  whom  hE  has  unusu- 
ally cIose  rElations.  Puaux  told  mE  that  formation  of 
cabinEt  was  bittErly  contEstEd.  PapEn  madE  a  last  minutE 
Effort  to  havE  GlaisE  HorstEnau  madE  VicE  ChancEllor  and 
an  outstanding  Nazi  appointEd  MinistEr  of  JusticE. 

(I  am  rEliably  informEd  that  Bishop  GfoEllnEr  of 
Linz  rushEd  to  ViEnna  dEspitE  illnEss  and  urgEd  TEsistancE 
upon  PrEsidEnt  Miklas.  In  consEquEncE  Catholic  GThurch 
claims  crEdit  for  saving  thESE  posts  from  Nazis) 

Schuschnigg  informEd  thE  PrEnch  MinistEr  that  in  Bet- 
chtEsgadEn  convErsation  HitlEr  boast  Ed  to  him  of  military 
prowEss  of  GErmany,  dEprEcatEd  PrEnch  military  EquipmEnt, 
allEgEd  that  EVErything  hE  did  with  rEspEct  to  Austria  and 
thE  SudEtEn  Germans  was  in  EntirE  agrEemEnt  with  Halifax, 
(British  MinistEr  has  tElEgraphEd  this  to  thE  PorEign 
Off Ice)  that  in  two  yEars  timE  Italy  would  no  longEr  mEan 
anything  to  GErmany  and  that  it  was  holy  mission  to  unitE 

80,000,000 


-3-  #25,  FEbruary  16,  10  p»m,,  from  ViEnna. 

80,000,000  Germans  into  a  nation  vhich  vould  rulE  Europe. 

In  contrast  with  Schmidt  thE  ChancEllor  frankly 
rESEnts  GErman  manEuvErs  as  military  dEmonstration  against 
Austria,   Also  article  in  today's  National  ZEitung  of  EssEn 

4 

that  rEConstruction  of  Austrian  cabinEt  is  first  stEp  in 
GlEichschaltung. 

FrEnch  MinistEr  bEliEVEs  immEdiatE  futurE 
unprEdictablE  and  hopES  that  thErE  will  bE  at  lEast  a 
tEmporary  pErio/1  of  auiEt.   Ee  rEmains,  howEVEr,  most 
pEssimistic  regarding  thE  futurE  of  Austria  and  is 
apprEhEnsivE  that  presEnt  GErman  success  will  EncouragE 
HitlEr  to  undErtakE  somE  nEv;  advEr>turE  within  a  fEw 
months  v/hich  may  prEcipitatE  EuropEan  uar.   He  statEd  that 
today  thE  British  GovErnmEnt  had  madE  rEprESEntations  at 
BErlin  and  that  tomorrow  thE  FrEnch  GovErnmEnt  would  do 
likEwisE.  He  fEarEd,  howEVEr,  that  thESE  rEprESEntations 
v/ErE  of  a  harmless  informative  naturE  not  likEly  to  SErvE 
\      as  an  EffEctivE  dEtErrEnt. 

I  havE  also  sEEn  thE  Italian  inistEr  v/ho  assumES 
the  attitudE  that  nothing  unusual  is  going  on  and  that 
Austrian  indEpEndEncE  is  not  mEnacEd,  ""-nssolini  sEnt 
raessagE  last  night  approving  proposEd  cabinEt  rEorganization 

A  prominsnt  Austrian  bankEr  who  is  ExCEptionally  weII 
informEd  describEd  thE  situation  as  most  favorablE  possiblE 
outoomE  for  Austria,  Austria  v/as  thrEatEnEd  with  radical 

action 


-4-  #2-5,  FEbruarv  ,16,  10  p.m.,  from  ViEnna. 

action  by  Germany  which  could  not  bE  resisted.   PrESEnt 
compromisE  would  provE  far  Iess  successful  for  GErman 
oims  than  HitlEr  expected.   Seyss-Inquart  was  fundamEntally 
wEak  and  vacillating  and  would  bE  out-manEuvEr Ed  by 
Schuschnigg  and  Skubl  the  Secretary  of  State  for  Public 
Security.   Ke  was  sure  that  Austria  had  gained  six  months 
during  which  time  international  situation  might  change  in 
some  way  favorable  to  Austria. 

Indirectly  but  reliably  informed  of  views  of  thEir 
prESEnt  LEft  'Ving  LEadEr.   He  doss  not  ExpECt  immediate 
troublE  from  Austrian  Nazis  and  bEliEVEs  that  Austria 
will  havE  some  months  of  rElativE  quiEt  during  which 
SEyss-Inquart  will  bE  in  constant  and  inEffEctivE  conflict 
with  Skubl,   There  will  bE  frEquEnt  thrEats  of  rEsignation 
from  SEyss-Inquart  and  in  duE  coursE  anothEr  crisis  in 
relations  with  GErmany. 

GEnEral  consEnsus  is  that  Schuschnigg  dESErvEs 
sympathy  and  admiration  for  thE  manner  in  which  he  came  out 
of  BErchtEsgadEn  ordEal.   It  is  f Elt  that  hE  yiEldEd 
minimum  and  rEndErEd  grEat  sErvicE  to  Austria  and  pEacE  of 
EuropE. 

P Ending  HitlEr' s  spEECh  of  PEbruary  20  and  clarification 
of  attitudE  of  Austrian  Nazis  it  is  impossiblE  to  makE  any 
forEcast. 


"ILEY 
NPL:EMB 


l 


0/* 

This  telegram  :r.ust  be 
*&s     *  closely  paraphrased  be-  VIENNA 

%//'  fore  bEing  communicated 

t#^      to  anyone.  (B)  Dated  Feb.  16j  193G 


^is  Hccd  8:48  p*m4 

i 


kk-i'*'  Secretary  of  State, 


■i;  ,4x^       Washington* 


RUSH 
j  ^         85,  February  16,  10  p.m. 


in 


JTIUOTLY  CONFIDENTIAL 

My  21,  February  15,    5  p.r. 


yK  Have  just  seen  Minister  for  Forrign  Affairs  Schmidt 

l±      s^  who  seemed  on  the  whole  cheerful.  He  expressed  confidence 

.*-a/C  that  a  period  of  internal  quiet  would  ensue  but  felt 

k . 

£R  nevertheless  that  like  the  agreement  of  0 uly  11  only 

j  temporary  appeasement  cmsld  be  obtained.  The  task  of 

.ACS 

i  3eyas«Xnquart  would  be  to  bring  into  the  fold  those   ele- 

]W  menta  whloh  have  so  far  been  irreconcilable.  He  did  not 

W  know  tew  this   could  be  accomplished  and  foresaw  that 


Seyss»Inquart  would  r.av"   difficulty  with  Nazi  extremists. 
Probably  acveral  i  ^uncilors  of  state  would  be   appointei 

but  this  had  already  been  under  deliberation  with  Seyss- 
Inquart  for  some  tine.  I  aaked  what  further  steps  the 
Austrian  Government  would  take  in  carrying  out  Be rente s- 
gaden  agreeiaent,  He  replied  that  pensions  would  be  given 
to  ex*ftAOtionaries  who  were  dismissed  fo\*  Nazi  activities. 
They  would,  however,   not  be  reinstated.  The   aranEsty  did 
not  apply  to  the  Austrian  Legion aires  in  Germany.  He 

desired 


CA       —2—26  from  Vienna 

He  desired  that  someone  be  appointed  in  administrative 
capacity  to  look  after  Austro-German  press  matters  under 
the  two  governments.  This  move  he  saii  had  not  been 
dictated  by  Hitler, 

Schmidt  said  that  present  German  maneuvers  on  the 
Austrian  frontier  had  been  planned  for  two  months.  He  did 
not  beliEve  thrt  they  were  a  military  demonstration  against 
Austria* 

Also  saw  the  French  Minister  who  has  interviewed 
Sohuaohnir.g  **nd  KoiTbostel  with  both  of  whom  he  ha.i  unusu- 
ally close  relations.  Puaux  told  me  that  formation  of 
cabinet  was  <»itterly  contested.  Papcn  nude  a  last  minute 
effort  to  have  Glaise  Horstenau  made  Vi^e  Chancellor  and 
an  outstanding  Nazi  appointed  Minister  of  Justice. 

(I  am  reliably  informed  that  Bishop  Ofoellner  of 
Llnz  rushed  to  Vienna  despite  illness  an*,  urgec*  resistance 
upon  President  Miklas.  In  consequence  >  holic  GThurch 
claims  credit  for  saving  these  posts  from  Nazis) 

Sohusohnlcg  informed  the  French  Minister  that  In  Mer- 
ohtesgaden  uuversation  Hitler  boasted  to  him  of  military 
prowess  of  Germany,  deprecated  French  military  equipment, 
alleged  that  everything  he  did  with  respect  to  Austria  and 
the  Sudeten  Oermans  was  in  entire  agreement  with  Halifax, 
(British  Minister  has  telegraphed  this  to  the  Foreign 
Of floe)  that  in  two  years  time  Italy  would  no  longer  mean 
anything  to  Germany  and  that  it  was  holy  Mission  to  unite 

80,000,000 


-3-  !'2C,  Ftl>~-J'i*7  16,  10  n.-.,  ^rom  Vienna. 

e0#000,0'">0  c-;  r-:in»i.:  In'.  ■  -<  -i  na'  I     .'1.   >u]  '  r'le  L.ircpL. 

In  contrast  with  Schmidt  t>iL  UVancellor  frankly 
resents  GErman  manEuvErs  a.  t.1.1  .?»•••  uEtior  strati  on  against 
Austria*  Also  artlclL  In  today's  ,»aticnal  ZEltung  of  tsssn 
that  r eoons true t Ion  of  Austrian  ca  lnet  Is  first  step  In 
01 elohschaltuns# 

/renoh  Minister  belir.vis  l.-r*<cdlatc  future 
unpredictable  anc»  hones  that  there  win  he  at  leapt  a 
teWDorprv  uerlo  '  of  <iuirt,   t  rtraln..,  however,  most 
peo^lmlitl^  rt;*nrdln  •  t-»  ,   'nlun  «  f  An  trlh  «ml  Is 
apprehensive  tint  pr-ncrt  .U'  .an  au  ml..-  will  Lncourage 
Hitler  to  undertr.]«f  n^ar  nr»/  adve-tuT»t  wlthlr.  a  few 
months  whloh  ir*ay  prectritate  Luropta.i  i;ur(   >'e  stuttJ  thai 
today  the  British  Government  b9d  madt  representations  at 
Berlin  and  that  tomor^ov  the  rrenrh  Govern. tint  would  do 
likewise.  He  feared,  however,  that  !;hc?t  representations 
WEre  of  a  harmless  Informative  nature  not  lluel^  to  serve 
as  an  effective  deterrent. 

I  have  also  seen  the  Ita'lan  lnlster  who  assumes 
the  attitude  that  nothing  unusual  1?  joJng  on  and  that 
Austrian  independence  is  not  nun  ~  '.  "Vssolinl  sent 
message  last  night  approving  rr     i  aUnFk  reorganization 

A  prominent  Austrian  ban!:er  who  is  exceptionally  well 
informed  dcsorlbcd  the  nltuntlon  n.a   T.o^t  favorable  possible 
outcome  for  Austria.  Austria  ras  threatened  rlth  radical 

action 


-4-  #2",  Februarv  luf  ltt  p»ia»,  from  Vienna. 

action  by  Germany  which  could  not  be  >EsistEd.  Prr.si:nt 
compromise  would  prove  far  l^.lfe  :*UritfCas*\il  for  German 
aims  than  Hitler  expected.  "IJeyffl-Tnqy'art  wr.s  fundamentally 
weak  and  vacillating  and  nouVfl  ^e  otH  maneuvered  by 
Schunchnlgg  and  Skubl  the  Secretary  of  State  for  Public 
Seourity*  He  was  sure  that  Austria  .ad  gained  six  months 
during  which  tine,  international  situation  might  changr.  in 
some  way  favorable  to  Austria. 

Indirectly  but  reliably  inferior  1  rf  v1 rws  of   their 
present  Left  "Jing  Leader*  He  does  not  ExpECt  lnmtdiate 
trouble  from  Austrian  Na^is  and  believes  thpt  Austria 
will  have  some  months  of  relative  quiet  during  which 
fleyas-Inqunrt  will  be  in  constant  nnd  lneiTectivE  conflict 
with  Skubl.  There  will  bt  frequent  threats  of  resignation 
from  Seys3-Inquart  and  in  due  course  another  crisis  In 
relations  rith  Germany. 

General  consensus  Is  that  Schusohnig^  deserves 
sympathy  and  admiration  for  the  manner  in  which  he  came  out 
of  Bcrehtcsgadcn  ordeal*  It  is  felt  that  he  yielded 
minimum  and  rendered  great  service  to  Austria  and  peace  of 
Europe. 

Pending  Hitler's  speech  of  February  20  and  clarification 
of  attitude  of  Austrian  Nazis  it  is  impossible  to  make  any 
forecast* 

"'ILEY 
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TELEGRAM  RECEIVE 


FROitfiErnna         q 

DatEd  FEbruary   16,    1938 
REc*d  1:10  p.m. 


MBo 

A  portion   o^f^his    tElE- 

gram  must  bE   closEly 

paraphrased  bEforE  bEing 

communlcc.cEd   to   anyoriE  . 

(B) 

SEcrEtary  of  StatE, 
Washington. 


24,  FEbruary  16,  noon.   (GRAY),   /^ 
My  21,  FEbruary  15,  5  p.m.  paragraph  onE . 
PrEoidEnt  Miklas  last  night  (END  GRAY)  (I  am  informEd 
through  official  sourcEs  that  thE  GErman  GovErnmEnt  dE- 

mandEd  action  by  midnight  and  stagEd  imprEssivE  mili- 

( GRAY ) 
tary  dEinonstration  along  front iEr  )/approvEd  CabinEt 

ohan^Es  proposed  by  ChancEllor  3ohiiaabnigg#  SEyss-  Inquart 
appoint  Ed  I.IinistEr  of  IntErior  and  SECurity,  Schmidt 
bEcomEs  ForEign  MinistEr;  Pilz,  JusticE,  and  TauchEr, 
CoiiL.iErcE  replaced  by  Adamovich  and  Raab  rEspEctivEly, 
GlaisE-PIoratEnau  formErly  IntErior  bEcomEs  MinistEr  with- 
out portfolio  as  doES  ZErnatto,  StatE  SEcrEtary  for  thE 
patriotic  fronts;  HulgErth,  ZEhnEr,  Skubl  (plus  command 
of  gEndarmEriE ),  NEumayEr,  REsch  and  MandorfEr  rEtain 
prEvious  posts.   Watzsk  bEcomEs  StatE  SEcrEtary  for 
Labor  in  placE  of  Rott  who  bEcomEs  MinistEr  without 
portfolio*   Stepsky-Doliwa  appointEd  StatE  SEcrEtary 
for  Industry. 

Tv;9«  New  CabinEt  charactErizEd  by  thE  prEss  as 

"GovErnmEnt 


G) 

• 
O 

(A 


G> 


2-  No#  24,  FEbruary  16,  from  ViEnna. 

"GovErnmcnt  of  concEntration  and  psacE"0  Official 
communiquE  broadcast  simultanEOusly  In  Austria  and  GEr«- 
many  at  10  o*clock  last  night  statEd  that  "aftEr  thE 
convErsation  of  FEbruary  12  both  partiES  had  dECidEd 
on  thE  innEdiatE  carrying  out  of  msasurEs  which  would 
assurE  thE  EstablishmEnt  of  a  oIose  and  friEndly  rEla«» 
tionship  bEtwEEn  thE  two  countriES  corrEsponding  to  thE 
history  and  common  intErESt  of  thE  GErman  pEOplE." 

ThrEE.  New  CabinEt  WEnt  into  SESsion  immEdiatEly 
and  upon  rEcommEndation  of  ChancEllor  proposEd  to  PrEsi*- 
dEnt  Iliklas  an  amnEsty  for  political  dElicts  committEd 
bEforE  FEbruary  15th  1938*  ThE  official  communiquE 
statEs  tlx.  t  this  action  was  takEn  "in  a  spirit  of  con- 
ciliation with  a  viEw  to  opEning  thE  way  to  coopEration 
in  thE  building  up  of  thE  FathErland  for  all  thosE  citi~ 
zEns  who  havE  up  to  now  stood  asidE  and  thus  to  as  gut  e 
intErnal  and  External  pEacE," 

Four.  SpEaking  bEforE  thE  Austro-GErman  ArbEits- 
gEmEin3chaft  Ambassador  Von  PapEn  statEd  last  night:  "An 
indEpent'-Ent  Austria  can  see  its  task  only  within  thE 
frame  of  thE  position  of  GErman  dEVElopment  and  only  as 
collaborator  and  co-crEator  in  thE  EVEnts  of  thESE  days 
in  thE  rE-conquEst  of  thE  position  and  thE  spiritual 

influEncE 


3-     No.   24,  February  16,  from  Vienna. 

influence  of  fchE  Reich  in  thE   Oocidant," 

Five*     Reporting  further  tonight.    (END  GRAY). 
Six*     I   have   carefully  not Ed  your  number  6, 

February  15,    5  p.m.,    second  paragraph. 

WILEY 

HPD: 


1130 

A  portion  04   tiUa  tele*  v'ienna 

piwkpljcruacf    .iforc  being  Datrl  F     Tuory   10,   19JU 

ooimnunlo--  led   to  anyone, 

(B)  RecM   1:10   p. ->. 

Sv*    Secrcta  7   or  State, 
C  Wa.'i    tr..~ton. 

Art.  £'i«    ?cypuary  16,    noon.      ,,  J3/.  •)• 

v^~  }\7  ,.}      February  15,    5    p.m.   paragraph  c  u.  . 

I     :t( 

1   -  •   "^  lTr.":.'!:nt   MikLas   last  nl.;M    i1'^)  '.V.nV      [\    an    ii.-r.'-mca 

4    '  /through  official    sources    t\-t  thK    '^/r,-.n  «:  ■.•«  ^nr.ent  'le- 
r:^      Mfldtft  action  l<y  midnight    "r,d   sta^rd   i  u;:-!:v.i   ve   mtlf..- 
fj  ItPJf   'iliiUnit-WilOh   ilon,     fl«>lit.ir  »'    }/f=i.|.r.»vrd     JftMiif.l. 

i)>^    olmnsea  proposed   by  Chancellor    SobtiK^cl^i.  3ey.^"-  Tr.nunrt 
fl         •PPOinted  Minister  of  Interior  ..nd  Security,   Schni'K. 
becomes   "ordgn  Minister;    Pilz,    Justice,    and  Taucher, 


n 

t...  '       Com^ErcE   replaced   by  Adamovich  and  Ratib   respectively, 

CR 

jo0         01«laB*»Hoi'8tenau  formerly  Interior  be  coir.:- a   Minister  with- 

i'aVASS    OtM*  portfolio  a.-    does   Zernatto,  State    S-:  .ret&ry  for  the 

IC 

HA  patriotic  fronts;   Hulgerth,   Zrhner,   Skuol    (plus   command 

PD 

TH     of  gendarmerie),  Heumajer,  Reach  and  Mandorfer  retain 

KP 

\D  previous   posts,      V/atzek  becomes   Stale   3:cr.l-Lry    for 

Vt) 

H1L        Labor  in  piece   of  Rott  v/ho  be  com:  a   minister   w1  chout 

portfol'o,       Stepsky-Doliwa  appointed  State  Secretary 

for  Induy  :i7y. 

Tr:©.      V,i:-i  Cabinet    characterised    by    *  he    ores*   as 


t-    Vo9  J2<,#  Pebrusry  16,  from  Vienna* 

•Oovernnrrt  of  concentration  and  pn^Fwt      Official 
communique  broadcast  simultaneously  in  Aastria  and  Ger- 
many at  10  o» clock  last  ni;jht  stated  that    "after  the 
conversation  of  February  12  both  parties  hod  decided 
OB  the  immediate   oarrylng  out  of  measures  which  would 
assure   the   establishment  of  a  olose  end  friendly  rela- 
tionship between  the  two  countries  corresponding  to  the 
history  and  com. on  interest  of  the  German  people*" 

Three*     Mew  Cabinet  went  into  session  immediately 
.  Ml  upon  reoossaendation  of  Chancellor  proposed  to  Pre si- 
feat  Hlklas  on  amnesty  for  political  delicts  oommltted 
before  Pebruary  15th  193C#     The  official  communique 
States  t:*.t  this  action  wes  taken  "in  a  spirit  of  oon- 
slliotion  with  a  view  to  opening  the  way   to  cooperation 
in  the   building  up  of  the  Fatherland  for  ell   those  oiti- 
sena  who  have  up  to  now  stood  aside  and   thus  to  aocure 
Internal  and  external  peace," 

Pov.r.     Speaking  before  the  Auctro-Oerman  Arbeits- 
ejtatinoobaft  Ambassador  Von  Pap  en  stated  last  nights   "An 
tndepenrnt  Austria  oan  see  its  task  only  within  the 
frame  of  the  position  at?  Oermcn  development  and  only  as 
MUabssmtar  sad  so-*rcator  In  the  events  of  these  days 
in  the  vf-oonquest  of  1 1st  position  and  the  spiritual 

Influence 


&»    Ko,  24,  Pe  briery  10*  from  Vl»ima« 

influence  of  the  Rrioh  In  the  Oecldmts" 

Five,     rteportin^  further  tonight.   (£HD  GRAY). 
Six*    X  have  «ore fully  noted  your  number  6, 

Pctotnttry  15,  5  p*w.,  second  paragraph* 

WII€Y 
HPDf 


TELEGRAM  REC^EV^©! 


•o  1938 


MG 

A  porti©«w«of  this   tElEgr^m, 
must   bE    carEfully  paraphr 
bsforE    bE  ing  communicatEd  to 
anyonE .     B 


BErlin    (Part   Air) 
DatEd  FEbruary   14,    1938 


SEcrEtary  of   StatE, 
Washington. 


/ 

54,   FEbruary  14, 


REgJd,  8:30  a  .m.     15th 

OFFICE  Cl  lilt  iffl  % 


<.** 


IHIERNAiliM  ECOH?P|(iflSl 
^£8171938;   ,v 

nFPARTMT  OF  STATE]  ffiF      •  «> 

(GRAY)   DEpartraEnt's  15,  FEbruary  11,  5  p.m. 
OnE .   Aschmann:   Embassy's  dEspatch  No.  3860  of 


CO 
CO 

u  en  w 

->   •—  x 

ft    CM  ''• 

-23  „   ! 


January  29,    1933,    with   cErtain    dEtails   rEports   statEmEnt 
V/    of  a  presumably  wEll-informEd  sourcE  that   prEssurE   of 

official   dutiEs   will  prEVEnt  Aschmann's    complying  with  3 
DiEckhoff!s   rEquEst    that  hE   visit   thE   Unit  Ed  StatEs. 

Two.     HEmmEn:      formErly  counsElor  of  GErman  Embassy 
at  BuEnos  AirEs:      MorE  rECEntly  accordEd  thE   rank  of 
MinistEr  but  ndb  assignEd  to    any  mission,   has  bEEn  attachEd 


m 


to  thE    Economic   sEction  of  thE  ForEign  OfficE    as   "dElEgat^n 

to      G 
ChiEf  for   commErcial   trEaty  nEgotiations ."     He   nEgotiatiEd^ 

thE   GErman  Canadian   agrEEmEnt   of   1935  and  thE  Franco-<g 

GErman   agrEEmEnt   of   1937.      (END  GRAY) 

ThE  DirEctor  of   thE   Economic  SEction  of  thE  ForEign-' 

OffiCE   tElls  me   that  hE  had  said  nothing  about  HEmmEn's 

coritsmplatEd  visit   to  the  UnitEd  StatEs   and  that   thsy 

wete  kEEping  it   EntirEly  quiEt   inasmuch   as  they  did  not 

wish 


CD 


IV) 

Cxi 


o 
o 


o 


MG  PagE  2,  #54  from  BErlin 

wish  any  misundErs tannings  to  arisE  through  possiblE 
publicity,  HEmmEn  did  howEVEr  at  prESEnt  intEnd  to 
makE  such  a  visit  for  thE  purposE  of  gaining  for  himsElf 
at  first  hand  somE  knowlEdgE  of  AmErican  economy.  He 
would  thus  not  go  upon  landing  dirEct  to  Washington  but 
would  visit   various  points  in  thE  Unit Ed  StatEs  and  go 
to  Washington  at  thE  End  of  that  tour. 

WiEhl  confidEd  to  mE  that  HEmmEn' s  "visit  would  bE 
timed  in  order  that  hE  might  havE  thE  dEsirEd  information 
in  hand  at  about  thE  t imE  of  thE  ExpEctEd  signing  of  thE 
Anglo-AmErican  tradE  agrEEmEnt  which  DiEckhoff  had  in- 
formed BErlin  hE  bEliEVEd  would  takE  placE  in  April  or 
May.  WiEhl  said  that  it'  was  fElt,  or  at  lEast  hopEd, 
in  BErlin  that  an  Anglo-AmErican  agrEEmEnt  might  opEn 
thE  way  for  somE thing  to  bE  done  in  thE  way  of  an  agrEE- 
mEnt bEtwEEn  thE  UnitEd  StatEs  and  GErmany.   In  such 
a  casE  HEmmEn  might  bE  thE  nEgotiator  or  in  any  EVEnt  his 
trip  would  prEparE  him  to  bE  thE  possiblE  nEgotiator, 
WiEhl  iniprEssEd  upon  mE  that  HEmmEn  was  not  visiting  thE 
UnitEd  StatEs  at  prESEnt  in  any  mannEr  as  a  "nEgotiator" 
and  hE  particularly  did  not  wish  thE  aspEct  to  bE  prE- 
SEntEd  of  his  bEing  an  "obsErvEr"  of  Anglo-AmErican 

nEgotiations 


Page  5,  #54  from  BErlin 

negotiations  which  would  prEjudicE  his  Entirely  rEason« 
ablE  mission  to  obtain  gEnEral  information  and  imprEss. 
ions. 

GILBERT 
WIG 
SMS 


UJ-STT  ( C^Kort 


MO 

A  portion  of  thla  telegram 
nun   l>«  inrrft'ily  purftuhrnacd  hirlin  (rm*l  Air) 

before    ttlntf  communicated  to 

anyone.     E  Dated  February   14,    1958 

Rec»d  8:30  a jn.     15th 


C^        Seoretary  of  State, 
A  *S 

A  s/  Washington. 

A   fl 
SA-^ 

LK  54,  February  14,   5  p.m. 

r   z\K 

I     J   x  (GRAY)      ^Epartnent's    15,   February   11,    5  p.m. 

r    Vy  One,      Aschmrr.r.:      Embassy's    'Eapnt^h  No.   3860  of 

\:\r 

1  '(         January'    i9,    1933,   with   oertain    dEtails   rsports   statement 

»  ■< 

*• :  **        of  a   pr  sui:::]v  weII-  i  iformEd   source   that    prEsaure   of  t 

x /       official   dutiEs   will    prEVEnt   Asclimann's    complying  with1 

!A  Dieckhoff*a   request   that   hE   visit   thE   United  StatEs. 

1as>  Two.     Hemmen:     formerly  covnsElor  of  German  Embassy 


c  J 


S 


A  M/c       ft^  Buenos  AirEs:     Mors   rECEntly  accorded  the   rank  of 


Minister  but   not  assigned  to    any  mission,   has  been  attached 
to  the    Economic   sEction   of  thE  Foreign  Office    as   "delcgatic 
ChiEf  for   cojTTiErciai   trEaty  nEgotiat  ions ."     He  negotiated 


IC 
ilA 

PD        y 

*\\S        the  GErman  Canadian  agrEEment   of   1935  and  thE  Franco-' 
:&/        GErman   afTEEir.Ent   of  1937.      (ErD  GRAY) 

r  ThE  ^lrECtor  of   thE   Economic  SEction  of   the  Foreign 

OfficE   tElls   ne   thr.t  he  had   said  nothing  about  HEmmEn!a 
cor'tEmplated  visit   to  the   UnitE^  StatEs   and  that   they  « 
were   kEEping   it   EntirEly  quiEt    inasmuch   as   they   did  not 

wish 


MG  Page   2,   #54  from  Berlin 

wish  any  ran  understandings   to  arise   through  possible 
publicity.     Keiranen  did  however  at   present    intend  to 
make    3ucha  visit   for  the   purpose   of  gaining  for  himself 
at   first   hand   some   knowledge   of  American   economy.     He 
would   thus   not   go  upon   landing  direct   to  Washington   but 
would  visit     various  points    in   the   United  3tates   and  go 
to  Washington   at    the   end  of  that   tour. 

"Jiehl   confided  to  »nc   that  Hemmen^   visit  would  be 
timed  in  order  that  he  might   h~.vE  the   desired  information 
in  hand  at   about   the  time  of   the   expected  signing  of  the 
Anglo-American  tra^e    agreement   which  Dieckhoff  had   in- 
formed Berlin  hE   believed  would  take  place    in  April   or 
Mr.y.     Wiehl   sail   that    it?  was   felt,    or  at    least   hoped, 
in  Berlin  thrt   an  Anglo-American  agreement  might   open 
the  way  for  something  to  be  done   in  the  way  of  an  agree- 
ment between   the  United  States  and  Germany.      In  such 
a  case  Heramen  might   be  the  negotiator  or   in  any  event  his 
trip  would  prepare  him  to  be   the  possible  negotiator. 
Tiehl   if  pressed     upon  me  that  Hemmen  was  not   visiting  the 
United  3tjite3  at  present   in  any  manner  as   a  "negotiator" 
and  he  prticularly  did  not  wish  the   aspect  to  be   pre- 
sented of  his   being  an  •observer*  of  Anglo-American 

negotiations 


Pact  3,  #64  from  Berlin 

negotiations  which  would  prejudice  his  entirely  reason. 
able  mission  to  obtain  general  information  and  impress* 
ions, 

GILBErtT 

SMS 


TELEGRAM  RECEIVED 

CA 

A  portion  of  this  tEle-  

gram  must  bE  closEly  para-      ROME 

phrasEd  bEf  or£-«bEing  comm- 

unicatEd  to  anyonE  (B)        FR^at Ed  FEb,  17,  1938 

REcd  6:05  p.m. 

SscrEtary  of  StatE, 

Washington. 

\~ 
34,  PEbruary  17,  7  p.m.    ^ 

(GRAY)  An  informazionE  diplomatica  communiquE  this  aftEr-    ^j 

G) 

noon  sEt  forth  thz  official  vIews  of  thE  Italian  GovErnmEnt      p.j 

• 
rEgarding  thE  mEEting  bEtwEEn  KitlEr  and  Schuschnigg  and         q^ 

CM 

dEridEs  thE  intErnational  prEss  commEnt  with  rEspECt  to  thE      *^ 

Italian  attitudE  and  considErs  that  thE  BErcht EsgadEn  mEEt-      j^ 
ing  and  thE  changES  madE  in  th£  Austrian  CabinEt  arE  thE 
natural  dEVElopmcnts  of  rElations  bEtwEEn  GErmany  and  Aust- 
ria on  thE  basis  of  thE  agrEEmEnt  of  July  11,  1936  which 
Established  thE  EssEntial  charactEr  of  Austro-GErman  rElat- 
ions through  thE  Explicit  dEclaration  of  Austria  that  it  was 

a  GErman  statE  and  v/hich  was  intEndEd  to  prEparE  thE  way  £br  ^ 

>— '■ 
an  undErstanding  bstwEEn  Austria  and  GErmany  foundEd  upon  -^ 

rEalitiEs..  co 

ThE  communiquE  continuES  that  "thE  Fascist  GovErnmEnt       ti 

'J 

has  always  considErEd  and  continuES  to  considEr  that  cordial 

rElations  and  cIose  collaboration  bEtwEEn  thE  two  GErman 
statEs  not  only  rsspond  to  thE  unaltErablE  conditions  of  fact 
but  to  thE  EssEntial  intErEsts  of  pEacE  and  tranquillity  in 
CEntral  EuropE"  (END  GRAY) 

This 


CA        --2 — 34  from  RomE 

This  ExprEssion  of  thE  official  Italian  vi ew  was  con- 
firmEd  to  the  by  Count  Ciano  today,  WhilE  thE  MinistEr  admitt- 
Ed  that  thE  inclusion  of  SEyss-Inquart  a  strong  pro-Nazi 
lEadEr  in  thE  Austrian  CabinEt  itiEant  a  pronouncEd  incrEasE 
of  GErman  influEncE  in  Austria  hE  nEVErthElEss  fElt  that  it 
was  far  DEttEr  to  hasrE  coopEration  bEtwEEn  thE  two  govErn- 
mEnts  sincE  any  incrEasE  of  Austrian  opposition  or  hostility 
to  GErmany  might  of  itsElf  bE  an  invitation  to  HitlEr  to  takE 
somE  drastic  stEp.  Ciano  also  told  mE  that  thErE  would  bE 
VEry  much  closEr  coopEration  bEtwEEn  thE  GErman  and  Austrian 
armiES  and  that  during  thE  nExt  yEar  thErE  would  bE  an  ex- 
changE  of  high  ranking  officErs  bEtwEEn  thE  two  armiES. 

ThE  Austrian  MinistEr  hErE  BErgEfWaldEnEgg  who  as  thE 
DEpartmEnt  will  rEcall  was  formErly  Austrian  MinistEr  for 
ForEign  Affairs  takEs  a  somEwhat  optimistic  attitudE  prE- 
sumably  rEprESEnting  thE  official  Austrian  int ErprEtation. 
During  a  convErsation  with  him  today  hE  ExprEssEd  thE  vIew 
that  thE  BErcht EsgadEn  convErsations  had  bEEn  bEnEficial  and 
TEprESEntEd  a  fairly  satisfactory  compromisE  bEtwEEn  thE 
dEmands  of  HitlEr  and  thE  viEws  of  Schuschnigg.   BErgEr- 
WaldEnEgg  rEgardEd  SEyss-Inquart  as  thoroughly  loyal  to 
Austria  and  not  an  out  and  out  Nazi.  He  considErEd  HitlEr' s 
public  rEof firmation  of  thE  agrEEmEnt  of  July  11,  1936  a 
most  usEful  accomplishmEnt  sincE  Austrian  Nazis  had  in  thE 
past  rEfusEd  to  rE('ard  it  sEriously  bEcausE  it  had  bEEn 

nEgotiatEd 


CA  --3—34  from  RomE... 

negotiatEd  and  signEd  by  NEurath.  ThEy  had  us  Ed  as  thEir 
excuse  for  continuing  to  makE  troublE  that  HitlEr  had  not 
bEEn  in  sympathy  with  thE  agrEEmEnt.  BErgEr-WaldEnEgg  addEd 
that  thE  mEEting  had  bEEn  carEfully  prEparEd  in  advancE 
and  that  nEgotiations  along  this  linE  had  bEEn  going  on 
for  about  fivE  WEEks  during  which  thE  Italian  GovErnmEnt 
had  bEEn  kEp  t  fully  informEd. 

I  gain  thE  impression  that  thE  Italian  GovErnmEnt  is 
not  dissatisfiEd  with  thE  prESEnt  arrangEmEnt  sincE  it 
rECognizES  thE  importance  of  thE  1936  agrEEmEnt  In  thE  main- 
tEnancE  of  Austrian  indEpEndEncE  and  thErEforE  wElcomEs  any 
dEvelopmEnt  which  might  tend  to  strEngthEn  thE  agrEEmEnt 
and  prEVEnt  thE  incrEasE  of  Austrian  hostility  tov/ard  Germany. 
On  thE  other  hand  thE  ElEmEnts  in  this  country  which  havE  bEEr 
prEviously  dEscribEd  as  EithEr  hostilE  or  indiffErEnt  to  thE 
RomE-BErlin  axis  arE  concErnEd  lEst  rECEnt  dEVElopmEnts  mEan 
such  a  wEakEning  of  Austria  as  might  EncouragEd  HitlEr  to 
takE  furthEr  stEps. 

Repeated  to  Vienna. 

PHILLIPS 


NPL 


CA 

A   portion  of    this    tele- 
Sl8t*v£*BM  tmat  be  closely  para-  ROME 

3  B^rSaed  before  being  cotnm- 
{l/jrtlcated   'o   anyone    13)  Dated  Feb.    17,    1938 

L_y>t/  y  Reed   G:05  p.m. 

A-    / 

A  Secretary  of  State, 

is/  Washington, 

H  34,    Pebruory   17,    7   p.m. 


m'  (GRAY)  An  informazlone  dlploraatlca  communique  thin  af  t  i  r- 

F,  ,  boon  set  forth  tr.  cTic'.al  views  of  the  Italian  Govtrnmi.nt 

r-  y 

H  regarding  t,he  nee ting  between  Hitler  and  Schuschnlgg  and 

TA 

Cl/6crldes   the    lnt  ernatlonn  i    pre***   comment   with   respect    to  the 

M 

9      T^ '«11  an    attitude    and   considers    that    the    *aercht  tsgndf  n  mtr.  t- 

i.'.  ^ 

Tn^  and  the  ch'jn^es  maat  In  the  Austrian  Cabinet  are  the 

a-*,  c 

CA    natural    developments   of    relations    between  Germany   and   Aust- 

Cft 

FLO  rla  on  the  basl3  of  the  agreement  of  July  11,  1936  which 

HA 

?*»*rstfcblishFd    the    essential   character  of  Austro-German    relot- 
Ic 

hi 

?^  Ions  through  the  explicit  declaration  of  Austria  that.  \\    wun 

IT   a  German  state  and  which  was  Intended  to  prepare  the  way  {'or 

fa 

jq      an  understanding  between  Austria  and  Germany  founded  upon 

realities. 

The  ooirmunlque  continues  that  "the  Fascist  Government 
has  always  considered  and  continues  to  consider  that  cordial 
relations  and  close  collaboration  between,  the  two  Germnn 
states  not  only  respond  to  the  unalterable  conditions  of  fact 
but  to  the  essential  Interests  of  peace  and  tranquillity  In 
Central  Europe"  (END  GRAY) 

This 


"A        --?  —  .M  fro-r  "onu 

Thin  expression  of  the  official  Hallan  vUw  wa.i  con- 
firmed tc  me  by  Count  Clano  today. (While  the  Minister  admitt- 
ed th'it.  ?).  "Inclusion  of  Seyso-Inquar?  n  strong  pro-Nazi 
lender  in  the  Austrian  Cabinet  meant  a  pronounc  t  i  Inert- se 
of  German  Influence  in  Austria  he  ntvtrthi.li.rs  ftlt  th*it  l* 
wan  far  fetter  to  hnrc  cooperation  hct-wEin  the  two  govern- 
ments since  any  Increase  of  Austrian  opposition  cr   hostility 
to  Germany  might  of  Itself  be  an  Invitation  to  Hitler  to  take 
some  drantlc  st-t.p#  Ci°n^  also  told  me  that  thin  wouM  be 
very  much  clomr  cooper' ti<^n  uttwt. -..n  thL  fierm-.n  and  Austrian 
armies  and  that  during  *"hi  next  year  there  would  be  an  ex- 
wii.Wifc-.t  of  hi^'h  ranking  officers  Ketween  the  two  i#tnks,  ■) 

I  r.t  Austrian  J'lnlr.ttr  hert  ^erpeiUiraldenert  who  as  *he 
Department  will  recall  was  formerly  Austrian  .'inlster  Tor 
Fc^lI  t«  Affairs  taker  a  somEv/hat  optimistic  attitude  pri- 
.*"'-".:  :y  representing  the  official  Austrian  In?  trpret  a  1 1  in. 
Durir  •  a  conversation  with  him  v<rday  he  irpressed  the  vitw 
that  the  "ercht e3gaden  conversations  h-'d  been  beneficial  and 
represented  a  fairly  satisfactory  c^mpro^.ise  bet-veen  the 
demands  of  Hitler  and  the  viei-,s  of  T^huschni r*r.  -trpir- 
'Valdtnegr  regarded  Seyss-Inquart  as  thoroughly  loyal  to 
Austria  and  not  an  out  and  out  Nazi.  He  considered  Hitler's 
public  re*  Tirmation  of  the  agreement  of  July  11,  193C  a 
most  useful  'tccomp' lnhment  since  Austrian  Nazis  had  in  the 
past  refused  *o  re.*ard  it  SEriously  bee-use  it  had  teen 

nerct lai ed 


CA  --3 — 34  from  Rome,. 

negotlQted  end  slrned  by  Neurath.  They  had  used  as  their 
excuse  for  continuing  to  mai<e  trouble  that  Hitler  had  not 
been  In  sympath"  vlth  the  agreement,  Pcrger-Wnldenepj.:  added 
that  the  meeting  h-d  been  carefully  prepared  In  -idv.net 
snd  thrt   negotiations  along  this  line  had  been  goln^'  on 
for  "bout  five  weeks  during  which  t"he  Italian  Government 
had  been  ken  t    fully  Informed. 

I  g°. In  t)u  lmrr'3" Ion  th'  ■  thi  It-  11  an  Government.  I  r- 
not  dls.T  tlsf  1  Eil  r'lth  tV;.  prr.SLr.t  orrnnf  ement  since  It 
recognizes  the  lmpor^ncE  of  tht  19TG  orreement  In  the  main- 
tenance of  Austrian  Independence  and  therefore  welcomes  any 
development  v/hich  ni{;ht  tend  to  strengthen  the  agreement 
and  orevent  the  Increase  of  Austrian  hostility  lo./.ri  Germany. 
On  the  other  hanj  the  elements  In  this  country  which  h'ive  bee- 
pri -1im::]  y  -i  inc 'lbr.tl  an  ..l'tur  hostile  "r  Indifferent  to  the 
Rome-^-rlin  axle  "re  concerned  lest  recent  developments  mean 
3uch  a  wE^keninf  of  Austria  »s  night  en-vaurcged  Hitler  to 
t.  "ke  further  nti.pr. , 


Repeated  t  c.   VI  enr- 


I'i 


NTPL 


TELEGRAM  RECEIVE 


REB 

This  tElEgram  must  bE 
closEly  paraphrasEd  bE- 
forE  bEing  communicat Ed 
to  anyonE.  (B) 


SEcrEtary  of  StatE, 
W ashing ton. 


From 


BERLIN 

DatEd  FEbruary  18, 

REc'd  3:21  p.  m. 


m 

CO 


62,  FEbruary  18,  6  p.  m. 

ThE  Military  AttachE  rEports  that  as  a  rEsult  of 
numErous  convErsations  and  discussions  with  army  souroES 
Iie  is  convincEd  that  thE  agrEEmEnt  rEachEd  with  Austria 
as  a  rEsult  of  thE  HitlEr-Schuschnigg  convErsations 
contains  military  clausES  providing  for   thE  gradual 
"assimilation"  of  thE  Austrian  army  into  thE  GErman. 

PrEsumably  this  military  agrEEmEnt  covErs: 
(onE)  unification  of  tactical  doctrinE  through  adoption 
of  similar  tExt  books,  (two)  Austrian  adoption  of 
GErman  military  organization,  (thrEE)  gradual  intro- 
duction of  uniform  wEapons,  (four)  coordination  of  war 
plans. 

ThE  Military  AttachE  bEliEVES  that  within  thE 

rElativEly  nEar  futurE  thErE  will  bE  EvidEncE  of  a 

military  alliancE  through  thE  appointmEnt  of  standing   ^5 

military  missions  by  Each  country  to  thE  othEr  country. 

As 


-4 


I 

c 


REB 

2-#62,  From  BErlin,FEb,18,6p.m, 


As  a'  corollary  of  thE  forEgoing  it  Is  bEliEVEd 
hErE  that  furthEr  changES  in  thE  Austrian  GovErnmEnt 
will  bE  announcEd  shortly  which  will  includE  thE 
appointraEnt  of  a  "pro-GErman"  ChiEf  of  Staff  of  thE 
Austrian  army, 

GILBERT 
SMS 


lIBUTlua 
S^ 

A-M-" 
A— .» 
A-t 
SA  ^ 

LC    ' 
PA/M/ 
PA/D  " 
CA 

CU  ^ 

rr.  • 

PI 

TA  ^ 

PA 
PP 
BA^ 

A-M/C 
CA 

CF 
PfiO 

HA 

SAVAGE 

IC 

MA 

PO 

P* 

KP 

TD 

VD 

PULL 


Thin  ttlt^ram  must  bt 
closdy  paraphrased  be- 
fore being  communicated 
to  anyone,  (R) 


BERLIN 

Dated  February  18,    1938 

Rtc'd  3|21    p.   m. 


Secretary  of  State, 
Washington* 

62,    February  18,    6  p,   ra. 

Tht  Military  Attaohc  rtportu  that  ns  a  result  of 
numerous  conversations  and  discussions  with  army  sources 
he  is  convinced  that  the  agreement  reached  with  Austria 
us  n  result  of  tht  Hitler-Sc^uschnifcg  conversations 
contains  military  clauses  providing  for   the  gradual 
"nsalmilotion"  of  the  Austrian  army  Into  the  German. 

Presumably  this  military  agreement  r.oversj 
(one)  unification  of  tactical  doctrine  through  adoption 
of  similar  text  books,  (two)  Austrian  adoption  of 
German  military  orf anlzntlon ,  (rhree)  gradual  intro- 
duction of  uniform  weapons,  (four)  coordination  of  war 
plans. 

The  Military  Attache  believes  that  within  the 

relatlvtly  near  future  there  will  be  evidence  of  a 

•nllltar?  -.lli'incc  through  tht  appointment  of  standing 

millt^r-  missions  by  each  country  to  the  other  country • 

As 


REB 

2-#G2,    From  Berlin, Feb. 18, 6p«m, 

As   a   corollary  of  the   foregoing  It   Is  believed 
here   fch   t    Tirt1  ir  changes   in  the  Austrian  Oovernracnt 
will   be   announced  shortly  which  will   Include   the 

protnrncnt   of  n  " oro-German"   Chief  of  Staff  of  the 
.•not  rt  rn    'irrny. 

GILBERT 
SMS 
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TELEGRAM  RECEIVED 


MJD 


From     SPECIAL  GRAY 


j^H^ 


COPIES  S'-NT  T( 
O.N.I.  AMJ       !.M 


of 


TiEntsin  via  N.  R. 
Dated  FEbruary  17,    1938, 
RECd.   8:50  a.  mJUR  ]  ftjggj 

Division  of    X  |^v\ 


AR  EASItRN  AH  A I 
B  1  ?  19 


SEcrEtary  of  StatE, 

Washington. 

39,    FEbruary   17,    2   p.  in. 
~b  My  No,   29,   FEbruary  11,   noon, 

I  havE   bEEn   rEliably   informEd  that   412,000   gallons 
of  kErosEnE  havE   bEEn   importEd  duty  frEE   at  TiEntsin 
undEr  JapanESE  military  auspicEs    during  FEbruary   and 
that   354,000  gallons   of   duty  frEE   kErosEnE   wete   for- 
wardEd  to  PEiping  by  thE   JapanESE   Takas   PEtrolEum 
Company  bEtwEEn   January   1   and     FEbruary  12   to  bE 
placEd  on  thE  markEt    thErE, 


°^    CO 

• 

o 
o 
ro 


01 


0ALDir€LL 


SMS 
CSB 


^V 


^^% 


MAR 


181938 


MB*  *  ~  -  . 


I 
CO 


A  If 


MJD  SPECIAL  GRAY 


/A^r  D*U<\  February    17,    I'.JRM, 

p.«/f|^*  Reofd#   8:50  q.  m, 

r 

f    ,s  •"  Secretary  of  State, 


frJk  'faahUtfttoitt 

Kr.V,  59»  February  17,   2  p.  m. 

.  !  M7   ff0«    ?W|    Pebminry    11,    noon, 


(    : 

i  \  I  have   tacn   rel1»lly   lnforiiw.d   llmt   412,000  tfiillona 

i.  of  kerosene  have  been   Imported  duty  frcE  at  Tientsin 

,;  under   Japanese   milltnry   nusplcc3    during  February   and 


thut   3b4#000  gallons   of   duty    rn.t.    kiro.unr    wt  re    for- 
warded to  Pelping  by  the   Japanese  Takns   Petroleum 


1  Compni.y  between   January   1   and     FEbrunry   1?   to   be 

l-  pluotr!  on  the   murkct    there. 

frt 

«;* 

T;. 

l  ., 
k,  . 

SMS 
CSB 


SAUT'IEU. 
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TELEGRAM  RECEIVED 


JR 


From 


'fas 


■■-■    -'».-.;**  |      ;  \_;  j 


GRAY 

Tokyo 

DatEd  FEbruary  17,    1938 

REc'd  9:10   a.m. 


SEcrEtary  of  StatE, 
Washington. 


<b1 


111,  FEbruary  17,  5  p.m. 

ThE  British  Ambassador  today  furnishEd  mE  with  thE 
following  statEmEnt  rEgarding  smuggling  in  North  China: 

"His  MaJEsty's  ChargE  in  China  has  rECEivEd  rEliablE 
confidEntial  information  that  during  thE  period  January  24th 
to  31st  ovEr  17,000  packages  wepe  landEd  nEar  Chinwangtao 
without  paymEnt  of  duty.   ThE  duty  on  sugar  alonE  thus 
EvadEd  was  almost  ^50,000  Even  at  thE  nEw  tariff  ratEs". 

REpEatEd  to  Shanghai. 


GREW 


en 
to 

CM 
£> 


TO 


CSB 


> 
I 

no 


CO 
CO       f 

8 


u^jfc  ORAar 

or 

A-r^,  Tokyo 

A   S^ 

A-f  fcate'c*  February  17,  193G 

SA-* 

LRX*^  Rec'd  9j10  &9m« 

PA/H"^ 

PA/Difecergt^y  ©£  St  ate  & 

FX    >^ 

I'SM^         Washington* 

Ell*, 

*A(  111,  Febsnsfiry  17  f   S  p9au 

^*  ¥hg  British  Ambassador  today  furnished  me  *ith  the 

TA 


2*     following  statement  rctovrdir»g   .  mug  .line  in  North  Chinas 

r  A 

\?  •His  Miijcaf.y'a  Charge  in  Ohinci  has  received  rel'iabli 

^   . ^ eonfidentifil  information  thr.t  durinr;  the  neriod  Jonun.ry  24th 

A    fJ/P-  " 

*„         to    M»t    ov*r    l*f.<XX>    pr'r.k'wjjrM    «kri    lir.ilil    ni-r-.p    Oht  ii«rmi|M  m* 

fV°  without  payment  of  duty®  The  duty  on  sup-ir  alone  thus 

Savagb^ 

Ic  ^evaded  was  almost  *50^0DO  even  at  the  new  tariff  rates". 

po       Repent td  to  Shanghai. 

HP 

GRtW 

CSB 
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TELEGRAM  RECEIVE 


JR  1-1338 

This  tElEgram  must  bE 
closEly  paraphrasEd  bE*- 
forE  bEing  communicat Ed 
to  anyone.   (A) 


From 


^ 


BErlin 

DatEd  FEbruary  17,  1938 

RECfd  2:25  p.m. 


SEcrEtary  of  StatE, 
Washington. 

60,  FEbruary  17,  6  p.m. 

This  EVEning's  prEss  announcES  that  thE  nEv/  Austrian 
MinistEr  of  thE  IntErior  SEyss-Inquart  arrivEd  in  BErlin 
this  morning  "for  a  short  visit"  and  was  rECEivEd  by 
Hitler.   It  is  lEarnEd  that  hE  also  saw  RibbEntrop  and  it 
is  TEportEd  that  thE  nECESsity  was  imprEssEd  upon  him  in 
both  of  thESE  convErsations  of  clEaning  up  in  Austria  what 
was  dEscribEd  as  "Communist  ElEmEnts" •  It  may  bE  furthEr 
notEworthy  that  hE  spEnto  somE  timE  at  thE  officEs  of  thE 
SECrEt  policE. 

ThE  circumstancE  of  a  nswly  appointed  mEmber  of  the* 
Austrian  cabinEt  who  is  known  to  bE  pro-GErman  bEing  thus 
in  EffEct  "summonEd"  to  BErlin  is  oonstruEd  hErE  as  sharply 
indicativE  of  thE  nnturE  of  the  i\ew  rElatlonahip  bEtwEEn 
GErraany  and  Austria.  -n 


GILBERT 


CSB 


to 


-4 
to 


a 
o 


o 

r 


JR 

This  telegram  must  bt  Berlin 

plsTF-ll*j3u~.«XosEly  paraphrased  bcV 

S^-      fore  beinr  conwuVlcafcr*  Bqjrtd  February  17,   1938 

u^-     to  anyone.     (\) 

c  ^  flea'd  £:25  p.m. 


As        Secretary  of  State. 
A  -  si 

?*^  Washington. 


IV. /H  c> 


GO,   February  17,   6  p.m. 

This   evening's  press  announces   that  the  new  Austrian 


'    ,        Minister  of  the  Interior  Scyss-Inquart  arrived  in  Berlin 


this  morning  "for  a  short  visit"   and  was  received  by 


u 

r^*     Hitler.  It  Is  learned  th-.t  he  also  saw  Rlbbentrop  and  It 

%  A 

I  .     Is  reported  that  the  necessity  was  impressed  upon  him  In 

£ y         both  of  these  conversations  cf  cleaning  up  in  Austria  what 

Ci     was  described  ao  "Communist  elements",   It  may  be  further 

CJt 

tco  noteworthy  tha*  he  spent  some  time  at  the  offices  of  the 

K.I 

£..v/43i   aecrtt  police. 

ic 

UA  Tr-n  circumstance  of  a  newly  appointed  member  of  the 

h*      Austri-.n  cabinet  v.ho  is  known  to  be  pro-German  being  thus 

ftp 

id      in  effLCt  "summoned"  to  Berlin  is  construed  here  as  sharply 

VD 

kvll     indicative  of  the  nature  of  the  new  relationship  between 

Germany  and  Austria* 

GILBERT 

CSB 
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TELEGRAM  RECEIVED 


R£B 


This  tElEgrjyn  must  be 
closely  paraphrasEd  bE* 
forE  bEing  oomnunicatEd 
to  anyonE.  (C) 


From  PARIS 

DatEd  PEbruary  17,  1938 
REc'd  3:35  p.  m. 


SscrEtary  of  StatE, 
Washington. 

09,  FEbruary  17 


8  p.  m,   DtPA.JfmN"i*oF  state\ 


ThE  ForEign  Off Ice  statEs  that  Francois  PoncEt 
is  SEEing  RibbEntrop  at  flvE  o'clock  this  aftErnoon. 
ThE  appointmEnt  was  askEd  for  thE  day  bEforE  yEstErday 
but  RibbEntrop  was  unablE  to  SEt  an  hour  bEforE  this 
aftErnoon,  Francois  will  rEquEst  information  concErning 
thE  Exact  significancE  of  thE  mEEting  at  BErchtEsgadEn 
on  February  12  and  will  statE  that  thE  FrEnch  GovErnraEnt 
has  a  dEEp  intETEst  in  whatEVEr  takES  placE  in  C Entral 
EuropE. 

ThE  British  Ambassador  in  Berlin  saw  RibbEntrop  on 
thE  l5th  and  madE  a  dEmarchE  along  thE  linES  of  thE 
forEgoing.   He  was  told  that  thE  discussion  at  BErchtES-m 

CD 

gadEn  with  Schuschnigg  had  bEEn  concErnEd  only  with 
rEmoving  thE  causEs  of  difficultiEs  which  had  arisEn 
from  thE  working  of  thE  Austro-GErman  agrEEmEnt  of  July 
1936  and  that  a  communiquE  would  bE  issued  shortly  giving 
all  pErtinEnt  information  (this  was  bEforE  thE  final 


cs> 


CO 
CO 

CO 


0) 

0) 
(A 

01 


dEcision  of   thE  Austrian  GovErnmEnt  had  bEComE   known), 

ThE 


REB 

From 

Paris 

,FEb.l7,8p.m. 

ThE 

French 

do  not  ExpEct  t< 

D  rECE 

:ivE  any  more 

sati: 

sfactory  or 

EnlightEning  rEsponsE 

:  from 

-RibbEntrop 

than 

was 

given  to  thE  British. 

ThEy 

statE 

howEVEr 

that  thE  fact  that  this  stsp  has  bEEn  takEn  in  BErlin 
by  both  thE  FrEnch  and  British  GovErnmEnts  has  somE 
importancE  as  manifEsting  thE  intErESt  of  both 
GovErnmEnts  in  what  transpirss  in  Csntral  EuropE. 

It  sEEms  clEar,  howEVEr,  that  thE  FrEnch  and 
British  action  in  BErlin  has  bEEn  takEn  mainly  for  thE 
sakE  of  thE  rECord  out  of  a  fEEling  that  thEy  could 
hardly  afford  to  pass  by  rECEnt  EVEnts  in  complEtE 
BilEncE, 

Cop^E^g  to  BErlin,  ViEnna, 

BULLITT 


REB 


H 

a 

KA 


pr 
A-M/C 

CA 

itt 

1  BO 
L\ 

&.7AGE 
IC 
MA 
PD 

HP 
TD 

vo 

ruu. 


This   telegram  must  be 

closely  paraphrased  be-  PARIS 

fore  being  communlcpt  td 

to   anyont.    (C)  Dated  February   17,    1938 

Rec'd  3:35  p.  m* 

Secretary  of  State, 
Washington* 

^JH&,   February  17,  8  p.  m* 

ThE  Foreign  Office  states  that  Francois  PoncEt 
Is  seeing  Rlbbentrop  at  fiv<:  o'clock  this  afternoon. 
The  appointment  v/as  asked  for  the  day  before  yesterday 
but  RibbEntrop  was  unable  to  set  an  hour  bEforE  this 
afternoon.  Francois  will  request  Information  concErnlng 
the  exact  significance  of  the  meeting  at  Berchteagaden 
on  February  12  and  will  state  that  the  French  Government 
has  a  deep  Interest  In  whatever  takes  place  In  Central 
Europe* 

The  British  Ambassador  In  Berlin  saw  Rlbbentrop  on 

the  15th  and  made  a  demarche  along  the  lines  of  the 

foregoing*  He  was  told  that  the  discussion  at  Bershtcs- 

gaden  with  Schusohnigg  had  been  concerned  only  with 

removing  the  causes  of  difficulties  which  had  arisen 

from  the  working  of  the  Austro-Qermi.n  agreement  of  July 

1936  and  that  a  communique  would  be  Issued  shortly  giving 

all  pertinent  information  (this  was  before  the  final 

decision  of  the  Austrian  Clovernraent  had  become  known). 

The 


The  Pmcnoh.  do  ftdt  expect  *o> *%*%$>£  any  more 
a atlsfsetory  or  enlightening  *U)$u&tr  *fcom  Ribbcntrop 
th«n  vat  given  to  the  British.  They  state  hovever 
that  the  fact  that  this  step  has  been  taken  in  Berlin 
by  both  the  French  and  British  Oovernaents  has  sosic 
importance  as  manifesting  the  interest  of  both 
Oat tri went s  in  what  transpires  in  Central  Europe. 

It  seem*  clear,  however,  that  the  Prcnoh  and 
British  aatlon  in  Berlin  has  been  taken  mainly  for  the 
sake  of  the  record  oat  of  a  feeling  that  they  could 
hardly  afford  to  pass  by  rcecnt  events  in  complete 
silence* 

Copies  to  Berlin,  Vienna* 

Wttlft 
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DEPARTMENT  OF  STATE 


Memorandum  of  Conversation. 

DATE: 

February  18,   1938. 
ect:  German  domination  of  Central  Europe 

and  Czechoslovak  trade  agreement. 

■icipants:    Mr.   Vladimir  Hurban,   Czechoslovak  Minister, 
The  Secretary, 
c  Mr.   Sayre.,  ^ 


*!?  !;:  ■  •  oi  State 


Ausistaiit  Secretary 
u/  State 

|.  MAR  2-1938 


m     SAYKE 


"1 

*  ^  Mr.  Hurban  called  on  the  Secretary  by  appointment5 


iv' 


in  order  to  deliver  to  him  a  message  just  received  from       |r 

his  Government.  Mr.  Hurban  began  by  saying  that  the  •    s  ;.">%•'  I 

situation  in  Czechoslovakia  is  grave,  -  "very,  very  }  i  ) 

O  >■-■■■'      -"-I 

\    "X    difficult".     He  went   on  to  say  that  Germany  is  threatening  J 

)■  \        to  dominate  Central  Europe  economically  as  well  as  in  other 
ways.     He  said  that  his  Government  believed  that  the  Ger- 
man Government   intends  the  complete  domination  of  Central 
Europe  and  that  German  activities  seem  to  point  to  a  plaji     £ 
of  forming  extensive  clearing  agreements  with  all  the      _     ri    > 

a        a 

European  countries  of  Central  Europe  except  Austria  and  '°  Q 

Czechoslovakia.  Within  the  limits  of  such  an  extensive 

clearing 


-  2  - 

clearing  agreement  would  be  Hungary,  Yugoslavia,  Bulgaria, 
Rumania,  Greece,  and  other  countries  similarly  situated. 
The  economic  effeot  of  suoh  a  union  would  be  extensive 
bartering  without  money  passing  on  the  basis  presumably 
of  the  German  mark.   In  the  words  of  the  Czechoslovak 
Minister,  it  would  be  equivalent  to  a  large  monetary  union. 
He  said  that  Austria  and  Czechoslovakia  would  be  left  out 
of  this  because  of  German  plans  to  dominate  these  two 
countries  through  political  means.  From  the  entire  group 
trade  from  the  other  countries  would  be  virtually  excluded. 
In  other  words,  the  plan  was  German  domination  of  Central 
Europe,  with  a  closed  door  to  the  trade  of  every  other 
country.   The  Czechoslovak  Minister  said  that  his  Govern- 
ment had  brought  this  matter  to  the  attention  of  the 
British  and  French  Governments  within  the  last  day  or 
two  and  that  he  was  now  instructed  to  bring  it  to  the 
attention  of  the  United  States  Government. 

In  view  of  this  development,  the  Czechoslovak  Minister 
said  that  he  hoped  we  would  not  be  rigid  in  insisting  upon 
the  language  in  our  trade  agreement  covering  the  Danubian 
preferences,  for  he  said  that  some  kind  of  a  Danubian  al- 
liance seemed  to  be  the  only  way  successfully  to  prevent 
the  achievement  of  such  a  German  plan  as  he  outlined. 


if  A. 
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TELEGRAM  RECEIVED 


REB 


This  tElEgram  must 

bE  closrcly  paraphrasEd  bE-  FROMLONDON 

forE  bEing  communicat  Ed  to 

anyonE.  (C)  DatEd  March  28,  1938 

REc'd  3:50  p.  m« 


L  i 


SEcrEtary  of  StatE, 
Washington* 

257,  March  28,  8  p.  nw 

My  241,  March  23,  7  p.  m. 

STRICTLY  CONFIDENTIAL* 

I  havE  just  finishEd  an  hour's  talk  with  Grandi 
who  rECEntly  rEturnEd  from  Italy. 

First,  hE  is  vitally  concErnEd  rEgarding  AmErica's 
opinion  of  Italy.   SECond,  hE  informEd  mE  that  thE  agrEE- 
mEnt  with  England  will  positivEly  go  through  within  thE 
nEXt  fEw  wEEks;  thE  Spanish  situation  will  not  stop  thE 
agrEEmEnt,  sEttlEiriEnt  of  that  problEm  bEing  takEn  cars  Qf. 
Third,  hE  imprsssEd  mE  with  thE  fact  that  thE  Italians 
will  hEavE  a  sigh  of  rEliEf  on  making  this  dEal  with 
England  which  will  r Eli  eve  thEm  of  bEing  so  closEly  idEn» 
tifiEd  with  GErmarty*   In  answer*  to  Moffat's  lEttEr  to  mE 
of  March  14,  I  would  say  that  in  my  opinion  thE  success- 
ful  conclusion  of  this  agrEEmEnt  would  dEfinitEly  wEaksn 
Italy1 s  connECtion  with  Gsrmany* 

Grandi 


F 


ZA 


co 


0) 
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01 
IN) 


0 
I 

C 
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§ 

fcb 

§ 

ft 


REB 

2-#257,  From  London, Mar. 28, 8p,m# 

Grand!  was  not  particularly  flattEring  in  his 
opinion  of  GoEring.  HitlEr  we  did  not  discuss.  He 
is  vEry  imprESSEd  with  ChambErlain  and  says  that  hE 
has  EnjoyEd  thE  last  month  in  England  mDrE  than  thE 
prEvious  fivE  and  a  half  yEars  DEcausE^.of  thE  PrimE 
I.'inistEr's  attitudE, 

KENNEDY 
CSB 


REF 


g^"  This  telegram  must 

^%^-   be  closely  paraphrased  be-     LONDON 

1-$-^   fore  belr.;-  comnnioatei  to 

A_f^  anyone.  (C)  DatEd  March  28,  1938 

Lf  Hec'd      3s 50    p«    m» 

VPA/H 
fPA/D 

E#  ruoretary  of  State, 

^FE1~ 

^EU  Washington. 

^FE 

*M 

»,.  257,   March  28,    8  p.   m« 

PI 

TA  My  241,   March  23,   7   p.  m# 

CI 

FA  STRICTLY   COMKIl-ENTIAL. 

FP 

BA  I   have   ju3t   finished  an  hour's   talk  with  Grand! 

cc 

A-ii/ 1.     who  recently  returned  from  Italy. 
*CA 
(P  Firsts  he   is  vitally  concerned  regarding  America's 

Hi. 
im  opinion  of  Italy,      Second,    he   informed  me   that   the    agree- 

iiAVA  I 

IC    T.ent  wi*h  England  will  positively  go  through  within  the 
**°    next  Pew  weeks;  the  Spanish  situation  will  not  stop  the 

PR 

agreement,  settlement  of  that  problem  being  taken  care  of. 
ID 


VD 


Third,  he  impressed  me  with  the  fact  that  the  Italians 
will  heave  a  sigh  of  relief  on  making  this  deal  with 
England  which  will  relieve  ttEm  of  being  so  closely  Iden- 
tified with  Germany.   In  answer  to  Moffat's  letter  to  me 
of  March  14,  I  would  say  that  in  my  opinion  the  success- 
ful eoncluo'on  o   this  agreement  would  definitely  weaken 
Italy's  conntct'on  with  Germany* 

Orandl 


*£B 


8*0257  ,  ?tm  >  London ,Mar  •  €8  f  8pou 


Crandl  wan  not  particularly  flattering  In  hi a 
opinion  of  Oocrinft*  Hitler  wc  did  not  discuss*  He 
ia  very  isipr  ess  e#  with  Cljaab trial n  and  aaya  that  he 
baa  enjoyed  the  laat  aonth  In  England  mmrt  than  the 
previous  five  and  a  half  years  beoauae  of  the  rriau 
inlcter's  attitude* 


KOmCSY 


CSB 


ft£B 


2**267,   ?tm  ima&itVtLrtt&i&ptM* 


Crandl  was  not  particularly  flattering  In  hit 
opinion  of  Ooerinft*  Hitler  «i  did  not  dlaousf*  He 
la  very  lnprtasitf  with  Chamberlain  and  aaya  that  he 
haa  enjoyed  the  laat  Month  In  England  mmrt  than  the 
previous  five  and  a  half  ycart  beoauae  of  the  rrlac 
.•nlater'a  attitude* 


KCYVOtf 


C8B 
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TELEGRAM  REOEIV 


JR 

This  tEj^gram  must  bE 
closEly  paraphrasEd  be-FROM 
forE  bEing  communicatEd 
to  anyonE»   (A) 


SEcrEtary  of  Sta 
Washington. 


DEPAgfMl 

BuEnos  AItes 

DatEd  March  26,    1938 

REc'd  1:14  p.m. 


DIVISION  C, 
Ufi9£'EAN   ,«;  s, 

ty.Ml  2  9  19*3? 


fjL\ PEPARTfjfcNI  U(    Ji-.u4.vL 


March  26,  1 

STRICTLY  CONFIDENTIAL. 

According  to  thE  best  possiblE  sourcE,  GErmany 
is  SEcrEtly  purchasing  largE  stocks  of  CErEals  and 
linsEEd  in  ArgEntina#  presumably  for 
ShipmEnts  since  January  15,  1938  havE  bEEn  of  unusual 
volumE  and  local  shippErs  arE  strictly  prohibitEd  from 
divulging  any  information  regarding  thEm.  Air  mail 
desoatch  follows. 
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RAVNDAL 
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JU 

Thl a    *  flE^ram  must  bE 

lo:i  ly  r'irn,  hrnnul  be- 
fore be  In,"  communicated 
to    any'  l.      (A) 


Buenoa   Aires 

Lfct/frd  March   26,    1930 

Re  c • d  i : 1 4    p.m. 


Secretary  of  State,  ^ 

Washington* 

March  26,  1  p.m. 
STRICTLY  CONFIDENTIAL. 
.  Acor^lnj*  to  the  best  pos.c;lblt  source,  Germany 
la  secretly  purchasing  lru'^t  ::tocks  of  cereals  and 
linseed  In  Argentina,  prtisumrbly  f or  ^mmmm&lmmfmmmmj/ 
Shipments  since  January  l.'»,  1'J -'•  have  been  of  unusual 
volume  and  local  shippers  are  strictly  prohibited  from 
divulging  any  Information  regarding  them.   Air  mall 
despatch  follows. 
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TELEGRAM  RECEIVED 


MB 

This  tcltgFam  must  be    from 

Olosely  paraphrased  be- 

fore  being  communicated 

to  anyone*  (BJ/^ 

Secretary  of  State, 
Washington, 


Belgrade 

Dated  March  26,  1938 

Rec'd  11 :40  a.m. 


EUROPE 


DEPAlilH 


»n;TTr  v 


fi 


>Y 


,-y 


47,   March  26,    2  p.m. 

My  36,  March  15,    9  p.m. 

CONFIDENTIAL. 

Minister  of  War  restated  to  me  yesterday  that  con- 
struction of  Yugoslav  fortifications  on  German  frontier 
which  was  initiated  prior  to  anschluss  is  proceeding. 
i/>  Yugoslav  Government  now  evincing  active  interest  in 

coming  to  agreement  with  Standard  Vacuum  Oil  Company  re- 
specting duty  on  crude  oil  due  to  military  necessity  of 
gasoline  reserves.  General  Marie  discounted  importance  of 
recent  incidents  in  northern  part  of  the  country  attri-  r- 
buting  them  to  local  political  rather  than  to  internatiop^ 
al  causes. 

Assistant  Minister  for  Foreign  Affairs  said  to  me 
this  morning  that  general  European  situation  appears 
calmer;  that  Hitler  will  not  attack  Czechoslovakia  re- 
alizing that  such  action  would  lead  to  general  coalition 
against  Germany;  and  that  war  will  probably  be  averted  for 

two 


C  3 

<.  ■) 
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0) 
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0) 
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2-   No.  47,  March  26,  from  BElgradE. 

two  yEars  at  lEast. 

CopiEs  to  RonE  Paris  ViEnna  BErlin  and  Praha, 

LANE 
CSB: 


^ 


• 


MB 

This  telegram  must  Ie 
olosely  paraphrasEd  be- 
fore bEinj  coranunicatEd 
to  anyonE.  (3) 


SEcrEtary  of  Stats, 

-*^       Washington. 


Belgrade 

Dm  tea  March  26,    19.38 
REC»d   11  :40   a.m. 
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47,   March  26,    2  p.m. 

My  36,   March  15,    9   p.m. 

CONFIDENTIAL. 

Minister  of  War  rcrtatrd    to   rr.t    yesterday   that  con- 
struction of  Yugoslav  fort!  fie  it  lor  a   or.  German   frontier 
Which  Wftfl   initiated   prior    to  unafthliisa    Is   proceeding. 
XUgoslav  GovErnmcnt  now   Evlncin.?  active    Interest    In 
coming  to  agrEement  with  Standard  Vacuum  Oil   Company  re- 
specting duty  on  crudE   oil  duE    to  military  nscessity  of 
gasoline  rESErvEs.      GEneral  Marie  discounted   Importance   of 
recent   incidents   in  northEm   part   of  thE   country  attri- 
buting them  to   local   poll  tic. <1   rather  than  to   Internation- 
al cause 8 • 

Assistant  Minister   for  Foreign  Affairs   said  to  me 
this  morning  that   gEnEral  European   situution  appears 
calmer;   that  HitlErwill   not   attack    Czechoslovakia   re- 
alizing that   such  action  would    lead    to   gsneral   coalition 
against  Qermrnyj   and   t'.-.at  wnr  v/ill   probubly  be    averted  for 

two 


2-   No.  17,  Karch  ° -3 ,  from  3?l£rndE. 

two  ycfii*"  at  I  ci:-f, 

CopJcs    to   Rcr.r    Paris    Vienna    Hull:,      rd    ::•  ih.-  • 


I.AI'l 
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TELEGRAM  RECEIVED 


REB 

A  portion  of 
this  tElEgram  must  de 
closEly  paraphrasEd  bE- 
forE  bEing  communicatEd 
to  anyonE.  (B) 


SEcrEtary  of  StatE, 
Washington, 


From 


ROME 

DatEd  March  28,  1938 

REc'd  3:15  p»  m. 


IWj 


76,  March  28,  6  p.  m*       I*  Df?/.Krr:f«"i  i 

t  ■ 

(GRAY)   Placing  thE  SEal  of  official  approval  on  thE 
ExtrEmEly  favorablE  rECEption  accordEd  ChambErlain' s 
spEEph  on  March  24  by  all  SEctions  of  thE  Italian  prEss 
thE  following  Inf ormazionE  Diplomatica  communiquE  was 
publishEd  hErE  today: 

"BEforE  ExprEssing  any  opinion  on  ChambErlain!s     g 

to 

spEEch  thE  full  tExt  thErEof  has  bEEn  awaitEd  in  Italian  w 

o 

official  circlES.   Many  points  of  thE  British  PrimE      <3 

CO 

cc 
MinistEr's  spEEch  wete  particularly  notEd  in  thE  abovE- 

mEntionEd  circlES  spEcifically  thE  criticism  of  thE  LEaguE 

of  Nations,  thE  rEJEction  of  thE  Russian  initiativE,  thE 

position  takEn  rEgarding  CzEchoslovakia. 

"As  rEgards  Italo-British  rElations  and  thE  nEgotia- 

tions  now  in  progrEss  Italian  official  circlES  inclinE  to 

sharE  thE  optimism  of  thE  British  PrimE  Minis tEr,  thE 

form  and  substancE  of  whosE  statEmEnts  rEgarding  Italy  arE 

hEartily  apprEciatEd, 

"As 


Si 

,6 


•-4 


o 
o 


00 

o 


o 


f- 


D) 

r 


R£B 

J2-#76,  Prom  RomE,Mar.28,6p.m. 

"A.s  rEgarda  the  Italian  LEgionary  forcES  in  Spain 
it  ia  known  that  Italy  will  kEEp  hEr  plEdgE  to  withdraw 
them  whEn  thE  Franco-Russians  arE  disposEd  to  do  likswisE 
and  to  apply  faithfully  thE  British  plan  in  all  its  parts. 

"On  thE  othEr  hand  it  is  known  that  no  furthEr 
contingEnts  having  bEEn  sEnt  for  many  months  now  thE 
Italian  lEgionary  forcES  in  Spain  arE  grEatly  rEducEd 
in  numbEr  and  this  is  pErfEctly  weII  known  in  Paris  as 
weII  as  London* 

"WhilE  on  Italy's  part  thE  most  Explicit  and  loyal 
confirmation  is  givEn  of  thE  commitmEnts  undErtakEn  in 
London  official  circlES  arE  following  with  thE  utmost 
attEntion  thE  campaign  of  thE  FrEnch  LEftist  partiES 
for  intErvEntion  in  Spain,  an  intErvEntion  which  would 
havE  unprEdictablE  and  cErtainly  gravE  rEpErcussions  and 
might  JEopardizE  thE  pEacE  of  thE  EuropEan  continEnt." 

Ip  connEction  with  this  warning  with  rEgard  to 

Spain  thE  following  statEmsnt  madE  by  thE  UndEr  SEcrEtary 

for  Air  this  morning  on  thE  annivErsary  of  thE  founding 

of  thE  Fascist  air  forcE  appEars  to  bE  significant: 

"Duce,  during  tisaMeefeE  fiftEEn  yEars  of  its  dew  lifE  thE 

Fascist  air  forcE  in  many  skiEs  and  against  many  EnEmiES 

has  givEn  magnificEnt  proofs  of  its  powEr.   But  it  has 

not 


REB 

3-#76,  Prom  RomE,Mar.28,6p,m# 

not  yEt  givEn  thE  suprsmE  onE.   It  Is  impatiEntly 
awaiting  your  ordEr  to  do  so.w 

It  is  announcEd  that  Mussolini  will  addrsss  thE 
SEnatE  March  30  on  thE  military  budgEts.   (END  GRAY) 

ThETE  is  EVEry  EvidEncE  that  thE  Italian  GovErnmEnt 
is  sEriously  prEoccupiEd  ovet  thE  possibility  that  FrancE 
may  intErvsnE  activEly  in  bEhalf  of  thE  Spanish  GovErn- 
mEnt  forcEs.   OnE  such  indication  is  thE  Effort  to  spEEd 
up  nEgotiations  with  GrEat  Britain,  two  convErsations 
bEtwEEn  Ciano  and  PErth  having  takEn  placE  ovet  thE  WEEk- 
End.   I  ExpEct  to  bE  ablE  to  cablE  a  rEport  on  thESE  con- 
vErsations tomorrow  morning, 

PHILLIPS 
CSB 


3TK.«  i— '■■  A  portion  of 

3^-^'   this  telrgram  must  be 

U  ^   closely  paraphrased  be-         KO'l 

0  ""    fore  bEin£  communicatEd 

A-i--'   to  anyone,  (B)  rv  ,  d  :«-.rrh  P'i,  :  .<•  • 

A-S 

A-i--  I-rc'c!  2:]5  p.  ::.. 

SA-- 

PA/*tt^3i cretary  of    State, 
PA/D-^ 

EA  'Washington. 

FEIS^ 

rt^  76,    March  P8,    6  p.   m. 

RAN 

MK*  (GRAY)      Placin-    thE-seal    of   official    approval    nR    \\e 

PI 


IA 

i;l 

KA 
FP 
EA 


Extremely    fnvcrnblr    rerept  Ion    !ic.ropdn-    u'l'irbr  ria  1  n'  .■ 
speech  on  Yarch  24   by   all    sections   of    the    Italian    r>ress 


^k ^y^hz   following   Infornazione    Diplomat ica   conn.uniquE    wns 
k~r^    published  here    today: 

n  "BEfore    expressing  any  opinion   on   Charr.be rlain's 

<AVA^peech   the    full    text    thEreof   has    brer   awaited    in    Italian 

IC 

m       official   circles.      ;..any   points   of    the    British    i  rirr.e 

PO 

PH       Minister's    speech  were    particularly   noted    in    'at     u!,ovt- 

RP 

TD       mentioned    circlES    specifically    *"he    crlticisrr,   of    tat    LeaguE 

vo 

fULL  of  vationcf  the  rejection  of  the  Russian  initiative,  the 
position  taken  regarding  Czechoslovakia, 

"As  regards  Italo-Brltish  relations  and  tt.e  nE-otla- 
tlons  now  in  progress  Italian  official  circles  incline  re 
share  the  optimism  of  the  British  Prime  Minister,  the 
form  -»nd  subst-incc  of  whose  staterr.ents  regarding  Italy  ire 

hEartily  appreciated. 

"As 


2-^76,    From   Ror.t  ,  ?.:  o  ..  S  "p,:-# 

"As   regards   the    Italian  Legionary  forces    in   Spain 
it    is    known    that    Italy  will    ki.cp   hi:r   plE  1;e    *c    wi  *...•':    w 
then  whtn    the    Franco- Russian  3      vi    ci!  :-r  or  <  <i    to   ck>    1  ! -■:>  .v' ••< 
and    to   apply   faithfully    the    3riM?h   plan    in    all    I  *.a    \   .  i*1*. 

"On   thE    other  hand    it    is   known    tl.-.t    no   furthtr 
contingents   having   been   sent    for  many   months   now    U.l 
Italian   legionary  forcES    in   3?    in   rrr    greatly   reduced 
In  number  :  nd    Mi  1a    In    pr.  rfrctly  wi  .  i    kr.'-v/n    In    Psrl  i 
well      a   Lor  (ion, 

"Thile    on    Italy's    par*-    tht.    most    Explicit     <r-A    loyal 
confirmation   1j  tTlvin   of   the    commi  tment  s    under*  a*»  n    1  r. 
London   official    rJrclr.a    rirt    following  with    t>.     ■i»m<m1 
attention   thE    campaign  of    thE    FrEnch  Leftist    partus 
for  intervention  in  Spain,    an   intErvertion  which  would 
havE  unpredictablE   and  certainly  grave   repercus:-. ions   and 
might   Jeopardize   thE   peace   of  the    European   continent." 

In  connEctton  with   this   w-rrlnc  with    regard    to 
Spain   thE    following  statEmEnt   rv-u'e    by   the.    "nrtEr  Secretary 
for  Air  this  morning  on  thE    rnnlversnry  of   the    founding 
of   the   Fascist   air  fores    appears   to   bE   significant: 
"Duct,  during  MkSSSmmkt   fifteen  years   of   its   new   life    thE: 
Fascist   air   force    In  many   skiEs   and   agrinst   r.any   EPEmiEs 

has  given  magnificent  proofs  of  its  power.   But  it  has 

not 


f>*E3 


3-  -75,    r'ronP  poire  ,lAr#Pr  ,op.", 

not  yet   given  the    supreme    one.      It    is    JmpnMc.M  y 
awaiting  your  order  to  do  30," 

It    Is   announced   that   hussolini    will    addresr;    ::.t. 
Senate   March  30   on   the   military   budgets.      (LNl«    SHAY) 

There    Is   every  evidence    that   the    Italian   Government 
is   seriously  preoccupied   over  thE    possibility    that    Prv.ci 
may   intervene    actively    in   behalf   of    thE    Spanish    levr.  rn- 
ment   forces.      Ove    s  ^ch   indication    Is    U.l    i.i':'o:t    to     .pei-d 
up   negotiations   with   Great    Britain,    two    conversations 
between   Ci"no    arid    Perth   havir.*.    t:  J'en    rlarr    ovrr   the    week- 
end.     I    e::pect    to   be    able    to    caLle    a    reiort    on    thrue    con- 
versations   tomorrow  morning. 

PHILLIPS 
CSB 
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SEcrEtary  of  S 


^^    .TELEGRAM  RECElfliF*1  PI! 

TAT;  P I  Cto^pflflMEKT  OF  STATt 

FROMDatEd  March  28,    1938  ' 


cd   9  :10  p.m. 


Washington 


March  28,  3J£  ]£2 ""w"'-" "         '  ^.<*R.  WEHA- 

Following  information  givEn  by  officials  of  thE 
oil  comprmiEs  : 

HuastEca  :  REfinEry  manufacturing  nothing  at  prESEnt, 
weIIs  still  opEn  and  flowing,  refinEry  tanks  practically 
full,  Ebano  tanks  can  rECEivE  approximately  200,000  barrEls 
and  CErro  Azul  approximatEly  250,000. 

PiErcE  :  REfinEry  topping  5,000  barrEls  daily  last  v/EEk 
and  10,000  bEginning  today,  storage  facilitiES  will  soon  bE 
full  nECEssitating  shut  down, 

Sinclair:  WeIIs  bEing  shut  down  or  pinch'Ed  as  storagE 
facilitiES  arE  practically  full. 

Gulf:  Production  normal,  has  storagE  facilitiES  for 
60,000  barrEls  in  thE  fiEld  and  160,000  at  Tampico. 

Aguila  :  All  storagE  facilitiES  will  soon  bE  full  nEc- 
Essitating  shut  down,  weIIs  bEin;  shut  down  or  pinchEd,   ^ 


All  companiES  payrolls  m.Et  to  datE. 


Od 


JapanESE    tank  stEamEr  prEviously   rEportEd   is   expected^ 


00 


Tuxpam  morning  of  29th. 

Local  conditions  quiet,  Embassy  informEd. 

ARMSTRONG 
CA 


03 

ro 

0) 
Ol 

0) 

Ol 


c 


\ 


C  \  Tray 

tuut.  t  a:,  pico 

%'  DatEd    ..arch   28,    1938 

A-M/  Reccl    9  :K'    p.m. 

A-b' 

A-lfSecrrt-  rv   oJ'   S+'-tr, 

SA-- 

LK  '  'V- shin-ton, 

PA/;> 

PA/j^ 

EA'  karch  28,    5  p.m. 

rn 

EX  Following-  "Inform." ti or.   givAP  by  pffl*i"ls   of  thE 

**   oil  corvo-  niES  : 

■*  HuastEC1 . :  RcriiiEry  r-anuf  .ctur*  ri"  nothing   at  prEsent, 

C1  wells  Btill  opEn     nd  f  lovir.  t,   rtfir.ery  tanks   practically 
fA 

*p  fupa,   Eb-  no   tanks   c~n   "cceIve    ay    :  c:-:inrtely  200,000  barrels 


cc 

A- 
CA 


and  Cerro  Asul   aonroxarr  tely  n50,000. 

A-K 


Piercer  RefinEry  topainj  5,000  barrels  dnil";  last  weEk 

J^ind   10,000  beginning  tod-y,   storage  f'-cll'tlea  will   soon  be 

SAVa 

jcfull  necessitating  shut  down. 

MA 

fQ  Sinclair:  'Veils  being   shut  down  or  pinched  as   storagE 

PR 

Hpf "cilitiES  are   practically  full. 

TO 

Vr      Gulf:  Production  normal,  has  stor-^E  facilitiEs  for 

"^60,000  barrels  in  the  fiEld  and  160,000  at  Tampico. 

Aguila  :  All  storage  facilities  will  soon  bE  full  nec- 
easit-tinc  shut  down,  wells  be. in.,  shut  down  or  pinched. 
All  companies  payrolls  inet  to  (?ntE. 

JapanEse  t-,nk  steajnEr  previously  rEported  is  expected 
Tuxpam  morning  of  29th. 

Local  conditions  quiet,  Embassy  inform.Ed. 

A HK STRONG 
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JR 

This  tElEgram  must  bE 
closEly  paraphrasEd  bE- 
forE  bE*ing  communicatEd 
to  anyonE,   (A) 


A 

TELEGRAlCl  RECEIVED^  "         t  ^ 


Tokyo 


From. 


SEcrEtary  of  StatE, 

Washington.    (p 


DatEd  March  28,  1938 
RE-e-'d  7  a.m. 


211,  March  28 
CONFIDENTIAL. 


3   ^^frf^^^^^ 
,  1  p.m.     ' 


office  Or  FHE  mm  UN 

B&m  AFFAIRS 
2 H  1938 

DEPARTMENT  OF  STATE 


ThE  CommErcial  AttachE  has  bEEn  informEd  conf idEntially 
by  an  official  of  thE  Bank  of  Japan  of  the  following  gold 
shipmEnts  from:  March  27  yEn  20,000,000  pEr  SS  KINKWA 
MARU;  April  8  yEn  20,000,000  pEr  SS  ROMAIC  I  MARU-  April  9 
yEn  30,000,000  pEr  SS  TITIBU  MARU. 

ThE  informant  undErstands  that  advicE  of  thESE 
shipmEnts  has  alrEady  bEEn  SEnt  by  thE  DEpartmEnt  of 
FinancE  to  thE  Financial  Commissions r  at  New  York  who 
will  communicatE  it  to  thE  UnitEd  StatES  TrEasury. 


GREW 


RR :HPD 


-o 

50 
I 

to 

CO 
CO 


00 
CI 


(71 
0> 


s 


0*^        JR 

'  Thla  telegram  must  be  To*yo 

1   ^closely  paraphrased  be- 

1 'fore  being  communicated  Dated  March  28,    1938 

'     Jfco  anyone.      (A) 


Fee  'd    7  a.m. 


Secretary  of  State, 
Washington, 


211,  March  28,  1  p,m, 

CONPIDEOTIAL. 

j.  The  Commercial  Attache  has  been   Informed   confidentially 

q    fc/'aa  official   of  the  Bank  of  Japan  of  the  following  gold 
p%   •hipmcBfca  from:     March  27  yen  20, 000, OCX)  per  SS  KINK'VA 
c'    MAMfAprll  8  yen  20,000,000  per  SS  KOMAKI  MARU'   April   9 

J;    TtB  30,000,000  per  SS  TITIKJ  MAIU. 

c; 

t>  The  informant  understands  that  advice  of  these 

K 

ahlpmcnts  hat  already  been  sent  by  the  Department  of 

Finance  to  the  Financial  Commissioner  at  New  York  who 
*•'■■  will  communicate  it  to  the  United  States  Treasury, 

yc 

Y. 

RRtHPD 


• 
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TELEGRAM  RECEIVE!^  A        P* 


A 


MB 

This  itfessagE   was   rECEivEd 
in  navy   codE   and  must    de 
closEly  paraphrasEd  bEforE 
"bEing  OommunicatEd  to    any- 
onE  . 


T  0 :      NAVY  D  E  P  ART ME NT 
INFO:    CINCAF 

MARDET    PEIPING 


From 


py? 


MARDET   TIENTSIN 


March   28,    1938 
REc'd   10:40  a.m. 


0028  During  pEriod  twEnty   onE   to  two  Eight  March  ap- 
proximatEly  SEVEn  hundrEd  JapanESE  woundEd  or  sick  Evaou- 
atEd  via  Chinwangtao.      No  unusual    troop  movEmEnts.     Hospi. 
tal  ship  unloading  suppliEs,    naturE  undEtErminEd.   0935 

SMS:KLP 


CM 


10 

to 


O        §g 


MB 

This  measagE   was   rECEivEd 
•*"-'   In  navy   code  and  muat   tE 
closely  paraphrased  before 
.    »•  being  Ooramunioated  to    any- 
/-.;       One. 

A    ,1 

i.:'!  TOi      NAVY  DEPARTMENT 

,^'IKPO:  CINCAF 

MARDET   PEIPBiQ 


MAKDET   TIENT3IN 
March  2B,    1938 
Rec!d   10:40  a.m. 


S 


*s 


* 


A-^/C 


IV 

fa 

**> 

to 
vo 


0028  Daring  period  twenty  qp%c  te  mo  eight  March  ap- 
proximately  SEVEn  hundred  Japanese  wounded  or  siok  Evacu- 
ated via  Chinwangtao*     No  unusual   troop  movtments.     Hospi- 
tal ship  unloading  supplies ,    nature  undetermined*  0935 
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TELEGRAM  RECpiVBp  1 


ml 


VISION 


JR 


HEAR 


^STERH^!S- 


Thisot  ElEgram  must   bE         FROM     RcmE 
closely  paraphrasEd  fcE- 
f'TE  bEing   communicatEd 
to   anvcne.      (C) 


DatEd  March  29,    1938 
REc'd  9   a.m. 


^  [ 


SEcrEtary  cf  StatE, 
Washington. 

77,  March  29,  neon. 

My  69,  II arch  20,  n^n.  -'  f^ 

ThE  Embassy  1  Earns  that  in  thE  coursE  of  thE 
convErsation  bEtwEEn  Cip.no  and  thE  British  Ambassador 
~n  March  26  thE  British  Ambassador  rEquEstEd  assurances 
that  at  thE  End  cf  thE  war  all  Italian  voluntEErs  should 
lEavE  3prni3h  tErritory  and  that  all  Italian  war  matErial 
v.'culd  bE  withdrawn.  ThESE  assurancEs  v/ErE  givEn  thE 
following  day  but  thE  Italian  GovErnmEnt  has  rESErvEd 
thE  right  to  seII  or  t c  givE  CErtain  quantitiEs  of 
var  matErials  to  thE  Franco  GovErnriEnt  whEn  thEy  arE  no 
longEr  nEEdEd  by  thE  Italian  frrcES  in  Spain. 

ThE  Ambassador  also  rEquEstEd  that  some  official 
Italian  rECognition  bE  givEn  t"  thESE  passagES  in 
ChambErlain' o  rECEnt  spEECh  which  rEfErrEd  to  thE 
satisfactory  prcgrEss  cf  thE  nEgotiaticns  with  Italy. 
This  wa3  likEvisE  agrEEd  and  thE  InformazionE  Diplomatica 
communiquE  quctEd  in  thE  Embassy's  tElEgram  Nc.  76, 
March  28,  6  p.m.,  was  issuEd.   ThE  British  Ambassador 

adds, 


01 


so 


-2-   #77,  March  29,  noon  from  RomE* 

adds,  howEVEr,  that  hE  had  no  prior  knov/lEdgE  of  last 
paragraph  containing  thE  warning  against  FrEnch 
int ErvEntirn. 

AssurancES  v/ete  also  givEn  by  thE  Italian  GovErnmEnt 

that  it  would  start  almost  immEdiatEly  to  withdraw 

o 

y  troops  from  Libya  at  thE  ratE  of  a  thousand  a  v/EEk 

until  thE  normal  pEacE  strEngth  cr  about  onE-half  thE 
prESEnt  garrison  has  bEEn  rEachEd, 

SEVEral  ethEr  min^r  points  to  bE  clarifiEd  but 
it  is  bEliEVEd  that  thE  only  outstanding  major  quEstion 
to  bE  rEsclvEd  rElatES  to  thE  form  and  publicity  of  thE 
agrEEmEnt.   It  has  bEEn  agrEEd  that  it  will  takE  thE 
form  of  a  gEnEral  protocol  with  sEparatE' instrumEnts 
cOvEring  thE  various  points  includEd  in  thE  convErsaticns 
to  EntEr  into  forcE  at  a  datE  to  bE  sEt  by  thE  two 
GovErnmEnts.  This  would  pErmit  thE  British  to  dEt Ermine 
what  progrEss  had  bEEn  madE  in  Spain  and  thE  Italians 
to  await  rECognition  by  GrEat  Britain,  ThE  Italian 
GovErnmEnt  is,  howEVEr,  anxious  to  makE  public  thE  tErms 
bEforE  HitlE^s  visit  and  is  insisting  upon  souie  form  of 
public  plEdgE  on  thE  part  of  GrEat  Britain  with  rEspect 
to  thE  rEcognition  of  thE  tmpirE. 

It  is  not  yEt  known  whEthEr  thE  British  GovErnmEnt 
will  bE  willing  to  makE  such  a  public  plEdgE  bEforE  thE 

IiEagUE 


-3-  #77,  March  29,  noon  from  RomE. 

LEaguE  Council  mEEting. 

It  has,  hov/EVEr,  bEEn  proposEd  that  thErc  bE  a 
public  ExchangE  of  lEttErs  bEtwEEn  thE  British  Ambassador 
and  thE  Italian  PorEign  MinistEr  sEtting  forth  thE 
undErtaking  on  thE  part  of  thE  British  GovErnmEnt  to  go 
to  GEnEva  with  a  viEv;  to  ultimatE  rEcognition  of  thE 
EmpirE  and  thE  r Eaf f irmation  of  Italian  commitmEnts  with 
rEspEct  to  Spain.   ThE  Ambassador  is  SEEking  instructions 
on  this  point  and  bEliEVEs  that  thE  nEgotiations  may  bE 
spEEdily  concludEd  if  his  GovErnmEnt  is  willing  to  accEpt 
this  proposal. 

PHILLIPS 
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1+ 

This    tElt^rrn  nu3t   bE 

c]    3£ly    "  T'lnhr-  n  e  i   bc- 

f    rt.    bj.1  •  r    c   •  run*  ':■  t  ed 

tc    an"     r.E.       (C) 


rt    1  E 

DatE  i   Mar«:h   I-".1,     1  ■-•-*?- 

RecM    9    'i,n, 


SEcrEtary  cf  StatE, 
Vashingtrn. 

77,   Karen  29,   nccn, 

!!y   6P,    !Iarch  20,    n      n. 

ThE    t    h-    i    •      1:     iTi'    t.h-  '     !?.    Uu    r    ur::i       V    tht 
c^nvers  .ti^n   Oct-  llh  CV.tt    t  i    thE   ^ritl.ih  Ambassador 
-n  March  2G   tht   V-rl  t '    h  .'.   l>    ......    r   rt.quEntLd   assurances 

th^.t   nt    the    End   cf   thE     •  r   all    Italian  v   luntEErs    sh  uld 
Ie^ve    Sp'-niih   territory   '  nd   t  tr  t    all    Italian        r  natEri-il 
vruld   be   \:ithdrav.Ti#      ThESE    asnurincts   vart    £ivEn    thE 
f   llcv.ing  day  but   thE  Italian  GcvErnnEnt   h°s   rcsErvEd 
thE  rlr,ht    t      heII      r  t  <•    t*lVE   certain   quantities      V 

r  natEi'lal.'    t       t  hi.   i'>-;nc'     G'  vtrnnLnt   "hm    thty     >rr.    n 
ln^Er   nEEdEd   by    tht:   Italian    f    re t :■    In  Sn-  In, 

Tht   /jnb'i^.nnd   r   'Is      rEquEsttd    that    a- tie      fflel.l 
Italian  recognition  bE   givEn   t-      these   passages    in 
Cha  ibErlain* z    rECEnt    spEtch  "hich   referred    t      thE 
n" tlof antT*'    rprjrr:  r* ri       f    Uu    hiytl''"  1th    It   1 1  y • 

This  •.."■3   like*  i3E   agrei.d   and    thE  Inf<  mazi   nc   Dlpl   r.   tica 
conir.uniquE   quctEd   in  thE   Enbassy's    tElEgrirr.  N    .    76, 


U-  v 


1  i 


:h  23,    6   p.~.,    v-c    isauEd.      ThE   British  Anbanrui    r 


irids, 


-2-  #77,  Karen  29,  ncrn  fr  n  Rt.e. 

—  r-  Q^s*  h  vevet,  that  he  h^d  nc   prior  kncv/lEdge   f  last 
paragraph  c  ntaining  thE  wcmlng  against  FrEnch 
intervention* 

Asiurances  rrere  als'  given  by  thE  Italian  Gcvern.ient 
that  It  rculd  start  alrr  .:t  Immediately  t   rithdrav/ 
t*»  -■'  ps  frcm  Libya  at  thE  r°.t«:  cf  a  th  u.aand  a  v/EEk 
until  the  normal  peace  strength  *r  "but  ne-half  thE 
present  gr.pris-.  n  has  >^een  reached* 

Several  '  trer  nln  r  n  lnts  tc  bE  clarifiEd  but 
It  Is  bElieved  that  thE   nly  ut standing  najor  question 
to  be  resolved  relates  t   thE  form  and  publicity  f  thE 
agreement.   It  has  been  agrEEd  that  It  rill  takE  thE 
fa.ro  rf  n  gtnsral  prctcc«*l   1th  sEpQratE  InstrunEnts 
oOvering  thE  various  poirts  IncludEd  In  thE  conversations 
to  enter  Into  force  at  a  date  to  bE  sEt  by  thE  two 
Governments*  This  would  permit  the  British  to  ditErmine 
what  progress  had  been  made  in  Spain  and  the  Italians 
to  await  recognition  by  Great  Britain,  The  Italian 
Oovcrnmcnt  is,  however,  -nxious  to  make  public  the  terms 
before  Hitler's  visit  and  is  Insisting  upon  some  form  of 
public  pledge  on  the  part  of  GrEat  Britain  with  respect 
to  the  rcoognltion  of  the  umpire, 

It  is  not  yet  known  whether  the  British  Government 
will  bi  willing  to  make  tuoh  a  public  pledgE  bEfore  the 

League 


r-r  -  p3-  ?77_  I  n-ch  2S,  noon  from  Romt. 


League  Council  meeting. 

It  Y>cr9    however,  been  proposed  that  there  be  n 
public  e:  ohijn  ;E  of  letters  between  Vic  British  Ar.hnssa<1^r 
and  the  Itaj.lan  Foreign  Minister •  •'se.fctrli^j  jforth  the 
undertaking  on  the  part  of  the  British  Government  tc  go 
to  GcnEvs  with  a  view  to  ultimate  recognition  of  the 
Empire  anA  the  reaffirmation  <-<f  Italian  commitment  with 
reaDECt  f.o  Spain.   ThE  Ai-ib&ssfldor  is  seeking  Instructions 
on  this  ooinr.  an-'  br.llEViis  th"it  the  negotiations  may  be 
flpf.edlly  conclude  1  if  hlr  fov^rnmEnt  Is  willing  to  accept 
this  'jronosil. 
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TELEGRAM  RECEIVED 


A  portion  of 
this    tElEgram  must   bE 
cIgseI^  paraphrasEd  bE- 
forE  b°Eing  cominunicatEd 
to   anyoriE.    (3) 


SEcrEtary  of  StatE, 
Washington. 

50,  March  29,  6  p.  m. 


FROM  PRAHA 

DatEd  March  29,  1938 
Rec 'd  3 :39  p*  m# 


WWS/GN  Of 
EUROPttW  AFFAIR 


D"WMrfc 


i  0; 


M  it 


(GRAY)   In  a  spEEch  transmittEd  by  aTTlocal  broad- 
casting stations  last  night  largEly  for  local  consumption 
and  promotion  of  confidEncE  thE  PrimE  MinistEr  assurEd 
thE  public  that  CzEchoslovakia  is  not  thrEatEnEd  by  a 
conflict  with  hEr  nEighbors;  rEfErrEd  to  GErman  assuran- 
ces  of  non-hostilE  intEntions;  apprsciation  of  ChambEr- 
lain!s  spEEch  as  a  contribution  to  pEacE:  EmphasizEd 
British  rEcognition  of  CzEchoslovak  GovErnmEnt's  dEtEr-  |» 
mination  to  continuE  to  takE  all  practicablE  stEps 
within  thE  outlinE  of  thE  constitution  to  mEEt  rEason- 
ablE  dEmands  of  GErman  minority  and  willingnESs  to 
support  thosE  Efforts?  rEfErrEd  to  intErnatlonal  diffEiv 
EncES  in  rEgard  to  minoritiEs  policy  and  dEclarEd  it 
must  bE  basEd  on  statE  intEgrity  and  thE  constitution 
and  that  nEithEr  dEnationalization  nor  Economic  moral 
or  political  preasurE  in  any  form  or  undEr  any  circum- 

stancEa  would  bE  tolEratEd?  that  although  Existent 

minority 
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REB 

2-,;-50,  Prom  Praha,  J.:ar.29,  6p.m. 

minority  systEm  is  EXCEllEnt  thE  high  tidE  of  GErman 

nationalism  has  crEatEd  a  nEW  intErnational  political 

situation  and  to  stop  hostilE  propaganda  and 

dissipatE  thE  imprEssion  abroad  of  opprEssion  of 

GErman  minority  hETE  thE  GovErnmEnt  will  codify 

all  minoritiEs  mEasurES.   (END  GRAY) 

^f  thought- 
No  mEntion  madE  of  nEW  mEasurES  jdgflMtt*  they  arE 


probablE  sincE  in  addition  to  ChambErlain's  ( suggEstion?) 
we  know  that  British  and  GErman  LinistErs  think  furthEr 
mEasurES  and  improvEd  administration  EssEntial. 

(GRAY)   PrimE  MinistEr  statEd  that  his  proclamation 
of  March  4  had  bEEn  apDrovEd  by  ovErwhElming  majority 
of  CzEch  pEoplE  and  that  CzEchoslovakia' s  position  is 
now  strongEr  than  prior  to  thE  prESEnt  CEntral  EuropEan 
crisis.   (END  GRAY) 

CARR 
CSB 
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A    rcrt'or    of 
th?s    trli  T'-.n  must   be 
ji5i'Ki.bUiiu.*  closely    r     r'.)  hr^scd    be-  FftAHA 

S-""'  fOTE    bEi"-"1     fOTTV.UnlC'.tEd 

U-  to  cnyo:<c.    (  S)  I:-. tt.i   M?.rch   CO,    1938 

C 

A-M  i-'tf  'd    3  :o?    r.    m. 
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A-W 

SA-  SEcrEtary   of    StatE. 

!  E 


50,    !  arc!.    PO,    6    p.    m 


castinp  station."  last  nl  **)"/'  larrrly  for  local  ^ or. sumption 
and  promotion  of  confidEncE  the  'rime  Minister  assured 
thE  public  that  Czechoslovakia  13  not  threatened  by  a 
conflict  with  her  neighbors j  referred  to  German  assuran- 
ces of  non-hostile  intentions;  appreciation  of  Chimber- 
ltin's  spEEch  as  a  contribution  to  peace:  emphasised 


pa/H/      Washington, 

?k/\i^"     . 

EA 

FEIS 

EU-< 

FS*       (GX/.y)   Ir.  a  speech  tr-.nsmltti.d  by  all  local  broad- 
RAr 

MEV 

PI 

TA 

CI**" 

FA 

FP 

BA 

A-M/C 
CA  -^ 
CR 
FUO 

HA 

UAVAGE  British   recognition   of   Czechoslovak    OovEm^.cn^'a   de*.er- 

IC 

HA  mination    to    continue    to    t  il  e    •  ll    pract Icahl i     ntrprs 

PU 

PR    within  the  outlir.E  of  thE  constitution  to  meet  rea3on- 

RP 

TD    able  demands  of  GErrran  minority  "r.d  willingness  to 

VD 

Rfi.»   support  those  efforts*  referred  tr  i  nl  e  ma  r  ional  differ- 
ences in  regard  to  minorities  policy  .ind  declared  it 
must  be  basEd  on  statE  integrity  and  the  constitution 
and  that  neither  dEnationaliz:  tion  nor  Economic  moral 
or  politico  1  prESsurE  in  my  form  or  under  any  circum- 
stances would  be  toleratEd?  that  although  existent 

minority 


2-/50,  From  f  roha,!'nr#29,6r).m. 

Minority  system  it  excellent  the  high  tide  of  German 

nationalism  hot  create.**  a  new  International  politicil 

rttuation  and  to  stop  hostile  propaganda  and 

dissipate  the  iapmaaion  abroad  of  oppression  of 

Ocrmnn  minority  here  the  Government  will  codify 

all  minorities  measures,   (EID  GRAY) 

#thou£hf| 
1J0  mention  made  or  nEv»  •  easurES  *JHfiK!.  they  arE 

probable  since  in  addition  to  Ch-  rrbcrlnin's  (suggestion?) 

wt  know  that  British  and  Jtrrr.an  ?  inisters  think  furthEr 

meaaurca  and  Improved  administration  essential* 

(GUAY)   Prime  Minister  statEc  that  his  proclaim:  tion 

of  L'.r.rcli  4  had  been  aporovEd  by  overwhelming  majority 

of  Csech  people  and  that  Czechoslovakia's  position  Is 

now  stronger  than  prior  to  the  present  Central  European 

crisis.  (END  GRAY) 

CARR 

9m 
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eg  TELEGRAM  RECEIVED 

This  mESsagE  must  bE  Warsaw 

closEly  paraphrasEd  bE 

forE  bEing  communicatEd 
to  anyonE*   (C) 


DatEd  March  29,  1938 
FRO$EC»d  3:24  p.m. 


SEcrEtary  of  StatE, 
Washington. 


.    .  VT).'Vi$/GN  Or 
'M ■EUROPEAN  AFEAIffS 


cPARi  Mr  hi"  *)•"  :t-t. 
•J     3  m  i  r 


W- 


38,   March  29,    4   p.m. 

STRICTLY  CONFIDENTIAL 

OnE.   I  lEarn  following  in  strictEst  confidEncE  from 
BEck  and  his  associatEs: 

(A)   BEck  gainEd  distinct  imprEssion  in  convErsations 
with  Mussolini  and  Ciano  during  BEck!s  rECEnt  RomE  visit 
that  thEy  both  sharEd  BEck^s  viEws  in  rEspEct  to  Danubian 
VallEy:   whErEas  Italy  focusEd  its  attEntion  on  thE 
MEdit ErranEan  and  Poland  on  thE  Baltic  nEithEr  would  likE 
to  see  thE  hEgEmony  of  any  country  dEVElop  furthEr  in  tfi^ 


Danubian  VallEy. 


r£i 


r 


(B)      Of  pErtinEnt   mtErEst  morEovEr  during   adjourn-*  xb 

^   CO 

mEnt  of  Anglo-Italian  convErsations  Mussolini  had  rECEntly 
pointEd  out  Italy  was  fundamEntally  intErEstEd  in  ascErtain- 
ing  thE  ExtEnt  to  which  Britain  would  bE  intErEstEd  in  doing 
somEthing  to  bring  about  Economic  and  othEr  appEasEmEnt  in 
that  area  which  had  bEEn  disturbEd  by  rECEnt  EVEnts  (such 
as  Austria) .  My  informants  addEd  that  in  othEr  words 
Mussolini's  soundings  on  this  scorE  indicatEd  Mussolini's 

intErEst 


O 

o 
o 

w 

00 


Tl 

-J 


-2-  #38,  March  29,  4  p.m.  from  Warsaw 

inttrEst  in  Embarking  on  a  potEntial  countEr  policy  vis-a- 
vis GErmany's  suspEctEd  aspirations  in  Danubian  Vallgy; 
thE  countEr  policy  Envisaging  Economic  assistancE  to 
rEscuE  thE  Danubian  and  Balkan  StatEs  from  bEing  swEpt  into 
thE  GErman  camp. 

Two.   My  informants  addEd  thEir  opinion  that  Britain 
would  probably  bE  inclinEd  to  lEavE  trEatmEnt  of  this  pro- 
blEm  in  abEyancE  until  currEnt  obstaclEs  still  rEtarding 
an  Anglo-Italian  solution  of  thE  problEm  in  Spain  will 
havE  bEEn  EliminatEd. 

BIDDLE 
KLP : SMS 


EG 

Thin  message  must  be  Warsnw 

closely  paraplirasert  be- 
fore belnp  communicated        Dated  March  29,  1938 


to  anyone*  (c) 

3^T  Secretary  of  State, 
c '  ,     Washington. 


38,  March  29,  4  p.m. 


HlcM  fliJ'4  I'.ni. 


A -5 


x         STRICTLY  CONFIDENTIAL 

<  A/- 

*'J*/r       One.  I  learn  following  In  strictest  confidence  fr^m 

A 


BCOk  and  his  niaorlntiai 

(A)   Beok  gained  distinct  impression  in  conversations 


that  they  both  shared  Beok's  views  in  respect  to  Danubian 
Valleys  whereas  Italy  focused  its  atte:  '  '  -■  on  the 
Mediterranean  and  Poland  on  the  Baltic  neither  would  like 
to  see  thfc  hegemony  of  any  country  develop  further  in  the 


til 

%J.   With  Mussolini  and  Clano  during  look's  riomt  Rome  visit 

TA 

01 

FA 

FP 

SA 

CC 

A-M/C 

JlCA 

U< 

tP0    Danubian  Valley. 

KA         ,  v 

:;A;AGff      (3)   Of  pertinent  interest  moreover  during  adjourn- 

IC 

MA    ment  of  Anglo-Italian  conversations  Mussolini  had  recently 

TO 

PR    pointed  out  Itely  was  fundamentally  interested  in  ascertain- 

RP 

2t>    ing  the  extent  to  which  Britain  would  be  Interested  in  doing 

VD 

FUTt,   something  to  bring  about  economic  and  oty  er  appeasement  in 

that  area  which  had  been  disturbed  by  recent  events  (such 

as  Austria)*  My  informants  added  that  in  other  words 

Mussolini's  soundings  on  this  score  indicated  Mussolini's 

interest 


-2-  #38,  March  29,  4  p.m. i from  Warsaw 

interest  in  embarking  on  a  )>ot*#Sial  counter  policy  vi:--a- 
vis  Germany^  suspected  &sptfatlQiVa.'ln  Oanubian  Valley; 
the  courittr  policy  envi&#j*Vug  *cono*ic  assistance  to 
rescue  the  Danublan  and  Balkan  States  -  rom  beings  swej.t  into 
the  German  camp. 

Two,   My  informants  added  their  opinion  that  Britain 
would  probably  be  inclined  to  leave  treatment  of  this  pro- 
blem in  abeyance  until  current  obstacles  3tllL  retarding 
an  Aoglo-Italian  solution  of  thE  problem  in  Spain  will 
have  be  En  eliminated. 

BIDOLE 
KLPtSMS 
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PREPARING  OFFICE 
wfLL   INDICATE  WHETHER 

[  Meet 
lharge  Department 


Telegram  Sent 


OR 


Iharge  to 


<t> 


I* 


yf\ 


AMLEGATION 

SAN  JOSE  (COSTA  RICA) 


Slruartttmtt  of  g»tate 

Washington, 

19^8  WAR  30    Dr'    a  44  ^° 

March  39r,   1938. 


TO  BE  TRANSMITTED 

CONFIDENTIAL  OOOE 

NONCONFIDENTIAL  CODE 

PARTAIR 

PLAIN 


.-r 


This  cable  wS!  Km  ir  cunnriential  Co4n. 
It  ttauH  be  earefuJii  paraohrassd  baffri  | 
Mnf  mmumuim  ie  anvtnt 


The  Department  has  learned  from  a  presumably  reliable" 
source  that  certain  Japanese  have  approached  the  E.  W- 
Creewy  Trading  Company  with  respect  to  the  possible 
purchase  of  a  manganese  mine  said  to  be  owned  by  that 
company  on  Co cos  Island. 

Please  make  discreet  investigation  and  report. 
Repeated  to  Panama. 


MAR  3  0  '1938. 


: 8C : GEB 


c: 

C: 
(A 
CI 
C 


e'- 
en 


Enciphered  by  ... 
Sent  by  operator 


M.. 


..  19 


D.  O.  B.— No.  SO 


1 — 1492  U.  £    COVMNKENT  PftlNTIND  OFFICt 


OlBWIBUl'iu*  EDA  i'LLEGR/uvl   SEMT 

S"  Thla   telegrm.    mu*t   bt 

0  oloacly  j''»/'iij>hrniicd  Jfo/cj.  ;v  ,    id.™ 

C  life  re  bcTn,;  i  onwnil- 

A  M         C':tEl   to     vyotiC    (b)  fj   ],m# 

A   S 

•c;A  '"      AMLEOATTON 
IF 

»"/>V    „  3AH    JOSf.    (CASTA   FilCA) 

f'A/D  • 

FKIJ''"  ,  ,. 

BU*'  l    • 

1.  >*  Thr  Dcpnrtnrnt  h*ia   lt'irni'l   from  n   prrajnvibly  rr- 

pI         liable  source   t»    t    cct^ln  .v^ntar  h;  vr    approached   the 

TA 

c*^r- E*  VV#   creevry    ir^'in'  Oorrvr.^    vivh    rr.nnrct   to  thr    po3^!- 

FA 

rp         blc    purer' .11    i  '    **.  rr'sn^'Tcac   rim    r.M    '  «.   be   nwnro   by 

BA 

c»v^*""  th'  t   cor*    ny  en  Cocoa    'al.M, 

A-M/C 

CA  Pleaae  rr.'  ke  cMacrcct   JnvcattgM  l on  and  report. 

Cft 

no      Repeated   to   Pnnann, 

HA 
SAVAGC 

IC  HULL 

MA  SW 

PD 

PA       IJttSCtflCF1 

Rf 
TO 

PUU 


,J       PREPARINQ  OFFICE 
WILL   INDICATE   WHETHER 

Collect 

Charge 

Department 

OR 

Charge 

to 

$ 

Telegram  Sent 


Qrpartnuutt  nf  §>tatr 


TO  BE  TRANSMITTED 

CONFIDENTIAL  OOOE 

NONCONFIDENTIAL  CODE 

PARTAIR 

PLAIN 


/ 


•938 


"i  ?.  "i  O    7 ' 


Washington, 

A  44  30 

March  2^   1938. 


AMLEGATION 

PANAMA   (PANAMA) 


/ 


This  cable  wassem  ir  c»nfibential  Co<k. 
It  »t»uW  m  carefully  DaraDnrawi  o#f«r« 
Wrt{ct«akiBiuiM  11  anywfc     J^ 


Thft  Department/ has  learned  'from  a/presumably /reliable 
source^hat   certain/Japanese  ^(ave  approached /the /E. /fr./ 
Creetfey  [Trading  Company  ;jfith   respect  to/6he  possible/ 
purchase  of/ a/manganese/mine /said  to  be /6-wned  by  A  hat 
company  /on,  CocoV  Island/ 

Please' make  discreet   investigation/and  report/ 
Repeated/to/San  Jose/  Costa  Ricax 


CR 
3  0   1938- 


Enciphered  by 


Sent  by  operator _.  M., ,  19 , 


c: 

c 

• 

c: 
ci 

CD 


> 


/ 


/ 


r 
s 

X 


D.  O.  R.— No.  BO 


1 — 1482  U    £.  SOVERHBEKT  PBINTINO  OFFICE 


CA 


ED*  TELEORAM  8CTT 

This  telegram  mat  be 

closely  paraphrased  March  50,   1958 

before  being  oonuni- 

oatcd  to  anyone  (b)  5  p.m. 


AULEOATIOI 

PAKAXA  (PAHAMA) 

The  Department  hat  learned  from  a  presumably  re- 
liable source  thnt  certain  Jauunrse  have  approached  the 

TA 


Jr         £•  *•  Creevcy   r^adlnj  Cospapy  ./1th  "eapect  to  the  poaai- 
blc  purchase  of  a  srnissrese  wine  atxd  to  be  owned  by 
that  eorp:  ny  on  Cocoa  Taland* 

Please  moke  discreet  investigetion  and  report* 
Repeated  to  San  Jose,  Costa  Rica, 

10 

■A  HULL 

n  m 

%        BAt  aOtQCB 


h 


TELEGRAM  RECEIVED 


EDA 

This  tElEgram  must  bE 

closEly  paraphrasEd 

bEforE  bEing  communi- 

cat Ed  to  anyonE  (a) 


rR  r  n 

OtPAKiMENT  OF  STATE 


FROM  PANAMA  VIA  N.R. 

DatEd  March  31,    1938 
RECEivEd  9:37   p.m. 


,''.■-- 


SEcrEtary  of  StatE 
Washington 

28,  March  31,  7  p.m. 

REf Erring  to  thE  DEpartmEnt's  No.  17,  March  30,  5  p»m, 

NEithEr  of  thE  CrEEVEys  has  bEEn  in  Panama  sincE 
DECEmbEr  nor  has  sincE  shown  activE  intErEst  in  Panaman 
manganESE  although  rEportEd  dEVEloping  GuanacastE,  Costa 
Rica  dsposits. 

No  manganESE  dEposit  or  CrEEVEy  intErEst  in  Costa 
Rican  Cocos  Island  hEard  of  in  prEsumably  informEd  sourcEs 
in  Panama  but  confirmation  by  thE  LEgation  at  San  Jose 

is  SUggEStEd. 

CrEEVEys  rEputEdly  capablE  of  such  dEal  or  of 
publicizing  fictitious  forsign  offEr  for  promotion  pur- 

POSES. 

EDA:RGC  FLEXER  \\ 


c: 
c 

'A 
CI 


*   , 

c 


to 


EDA 

This  telegram  must  be  PANAMA  VIA  I-.R. 

*  cloaely  pnraohraaed 

before  bcinj   cornnmi-  Dated  March  31,   1938 

*  cnted  to  anyone   (a) 

*  Received  9t37   p.m. 

i? 

i   Seoretary  of  State 

i 

Washington 


^ 


f. 


. ' ' 

k... 

Pi 

'  i\ 

,\ 

i;, 

v! 


289  March  31,  7  p#ra. 

Referring  to  the  Department's  No,  17,  March  30,  5  p,m. 

Neither  of  the  Creeveyt  has  been  in  Panama  since 
December  nor  has  since  shown  active  Interest  in  Panaman 
manganese  although  reported  developing  Guanacaste,  Costa 
Riot  deposits, 

S       No  manganese  deposit  or  Creevcy  interest  In  Costa 
Rloan  Cooos  Island  heard  of  In  presumably  Informed  sources 
In  Panajaa  but  confirmation  by  the  Legation  at  San  Jose 
is  suggested, 

Creeveys  reputedly  capable  of  suoh  deal  or  of 
publicising  fictitious  foreign  offer  for  promotion  pur- 
poses, 
EDAtROC  PLEXER 


/ 


TELEGRAM  RECEWEb 


£G   «n  From 

A  portion  of  this  mEssagE 
must  bE  closEly  paraphrasEd 
bEforE  bEing  communicatEd 
to  anyonE.   (A) 


SEcrEtary  of  StatE, 
Washington. 

22,  April  1,  4  p.m. 


San  Jose 

DatEd  April  1,  1938 

REc'd  7:45  p.m. 


Vr 


(GRAY)   DEpartmEnt1  s..  tElEgram  No.  17,  March  30,  5  p0m« 
No  manganESE  minE  or  othEr  CrEEVEy  intErEsts  on 
Cocos  Island.   The  CrEEVEys  control  propErty  nEar  Coco 
Bay  on  GuanacastE  coast  and  onE  of  thE  brothErs  statES 
that  thEy  havE  4,000  tons  of  manganESE  orE  rEady  for 
shipmEnt  at  that  point.  (E1ID  GRAY)   His  convErsation, 
howEVEr,  doEs  not  indicatE  that  hE  has  bEEn  approachEd 
by  thE  JapanESE  in  rEgard  to  purchasE. 


CI 

c:- 
c, 

01 

c 

r: 


H0RNIBR00K 


KLP:SMS 


% 

en 
li 

CO 
00 


r 


EO 


C  "^ 

A„^     A  portion  of  this  message  San  Jose 

»  ..  ^  must  be  closely  paraphrased 

A~jJ  *^  before  being  communicated  Dated  April  1,   1938 

^  ^  to  anyone*     (A) 

LE  Hec'd  7 | 45   p.m. 

P.'i  'H  y 

p;./4)*v   Secretary  of  State, 

Fri-3"^  Washington. 

EU) 

ra«^  22,  April  1,   4  p.m. 

hey 

Fi  (GRAY)      Departments   telegram  No.   17,  March  30,   5  py 

Ta 

CI«^  No  manganese  mine  or  other  Creevey  Interests  on 

FA 

fp     Cocos  Island,  The  Creeveys  control  property  near  Coco 

CC^   Boy  on  Ouanncastc  ooast  and  one  < i   the  brothers  states 

C.i     that  they  have  4,000  tons  of  manganese  ore  ready  for 

CR 

FuQ  shipment   at   that  point.    (E21P  GRAY)      His   conversation, 

HA 

SAVASfi      however,   does  not  Indicate   that  he  has  been  approached 
IC  * 

**  by  the  Japanese  In  regard  to  purchase. 

PR 
Rp 

2  H0RNIBR00K 

VD 

ruLt  KLPlBIO 


s 


TELEGRAM  RECEIVED 

ViS  SBN'V  TO 


^*^+e:v^% 


From 


FOURTH  MARINES 


March  31,  1938 
REc'd  1:10  p.m. 


ACTION:   CINCAF  (FLAG  &  ADM) 
OPNAV 


INFO 


c,  4  Lv# 

/ 


AMCON  SHANGHAI 

COMSUBRON  FIVE 

ASST  NAVAL  ATTACHE  SHANGHAI 

AMAMBASSADOR  CHINA 

USS  MARBLEHEAD 

ALUSNA  P EI PING 


8631.   On  northErn  Tsinpu  front  rEinforcEd  JapanESE 
units  havE  rEcapturEd  grEatEr  part  of  lost  ground. 
ChinESE  fore  Ed  abandon  Hanchwang.   HEavy  fighting  north 
TalErchwang  which  still  in  ChinESE  hands.   REliably 
informEd  280,000  ChinESE  on  linES  bEtwEEn  Tsinning  and 
Lin.   OnE  rEgular  JapanESE  division  rECEntly  transfErrEd 
from  CEntral  China  to  Japan.   1859. 

SMS:DDM 


IC 


V 

%  > 


OISTRIWK'.'.'^  FOURTH  MARINES 

*'  March  31,  1938 


A  M 

A  > 


RlcM  It  10  p.m. 


ACTION:   CIIJCAF  (FLAG  &  ADM) 
OPNAV 

!   .!'  INFO:   AMCCN  SHANGHAI 
rV    y  COrTSUBROH  FIVE 

ASST  NAVAL  ATTACHE  SHANGHAI 

AMAMRASSADOR  CHIf'A 
F r  /  US5  HARBLEHEAD 

^  ALUSNA  PEIPING 

Pi 

ta  /  8651.   On  northern  T3inpu  front  reinforced  Japanese 

ci' 

fA       units  have  recaptured  tfrtater   part   of   lost   ground. 

fp        y 

L.\  /Chinese  forced  abandon  Hanchwang.      HEavy  fighting  north 

Co/ 

a:.:/c  Talerchwang  which  still  in  Chinese  hands.   Reliably 

CA 

cr   informed  280,000  Chinese  on  lines  between  Tsinning  and 

FiiO 

ha   Lin.  One  regular  Japanese  division  recently  transferred 

SAVAGE 

IC       from  Central  China  to  Japan.      1859. 

MA 

PD 

PR 

RP       SMSrDDM 

TO 

VD 


TELEGRAM  RECEIVED 

MG  GRAY 

FROMPeiping  vla  N-R- 

Dated  March  31,    1938 
REc'd  9:15   a.m. 


SEcrEtrry  of  StatE, 
V/aahington. 

*I     m£bMfnn    h 

CD 

,201,   March  31,   5   p.m.  \t>wriftmt  of  st»i*  Jf  0J 


.  V 


• 


O 


t — 


Embassy's  182,  March  22,  4  p.m. 

ThE  GonaulatE  at  DairEn  rEport3  in  dEapatch  datEd         Q) 

March  23  that:  r; 

j.' 
"ThE  fact  i3  that  although  discrimination  may  and 

possibly  doEs  Exist  (by  virtuE  of  thE  opEration  of  ex- 

changE  and  tradE  rEstrictions"  it  takE3  a  disgui3Ed  33 

form  and  is  ExcEEdingly  hard  to  Establish.  Applications        %.. 

for  pErmits  to  import  goods  arE  sEldom  dEfinitEly  te-  Q) 

fusEf1.  ThE  authoritirs  oftEn  kEEp  an  applicant  waiting, 

without  a  dEcision,  for  so  long  a  timE  that  hE  is  unablE 

to  maintain  his  offEr  of  pricES  and  dElivEriES,  and  thE 

mattEr  is  apt  to  End  by  his  cancEllation  of  thE  application" 

ThE  Consul  noticES  onE  concrEtE  casE  whsrE  an  Am- 

Erlcan  importEr  madE  application  last  fall  for  pErmit  to       > 

■  .i 

import  certain  Essential  motor  car  parts  and  rEceivE^d  the      H 

~o 
pErmit  only  a  short  time  ago.  -30 

It  was  not  Ed  in  conclusion  in  that  despatch  thS- 

CO 

"TherE   seeus  to  be   considerable   confusion  and  incox&stency 

on  thE 

U 


MG  Page  2,  #201  from  PEiping 

on  the  part  of  the  authoritiEs  who  administEr  thE  control 

laws.  But  in  vIew  of  thE  obvious  purposE  of  thosE  laws, 

it  would  bE  s trangE  wete  it  not  thE  constant  EndEavor  of 

thE  authorities  to  prevent  thE  importation  of  forEign 

goods  whenever  possiblE  EspEcially  whEn  such  goods  arE 

likEly  to  compete  with  local  or  Manchurian  products.  Howevet, 

thE  author! t ie s  can  truthfully  point  to  thE  fact  that 

AmErice.n  products  arE  constantly  bEing  pErmittEd  Entry. 

Only  a  fEW  days  ago  a  pErmit  was  issued  covEring  an  ordEr 

of  onE  thousand  AmErican  motor  trucks  purchased  by  thE 

authoritiEs  :«n  Hsinking." 

SALISBURY 
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oisnubftftoft  GRAY 

M>y  Peiping  vIq  N.R. 

k-*S  Dated  March  31,    1938 


u..*farctrry  of  State, 


RrcM    Ptl*    n,m, 


i.j  »^     COX,  :1.<.roh  31,  tt  p.m. 

ra  Enbaojy'a  182,  March  22,  4  p#n. 

MS 

m  TIt  C^mml  i  fcc   r.t   Dnlrrn  rr»>ortn    in  <lr.ipr  t.^h  <1    fcrri 

cijfcrch  29  that: 

F?  "The   fact  18    thut  although  discrimination  may  and 

PA    ^ 

iw'«0oualbly  doeo  exiot   (by  virtur   of  the  operation  of  f«- 

A-M/C 

ca  change  and  trade  reotrictiono"  it  takes  a  disguised 

at 

Hoforrr  and  lo  exceedingly  hard  to  establish.     Applicati  onsi 

»u  I 

i.f\V£mr  permita   to  import  goods  arr   ocldom  definitely  rt:« 

1C 

MA  fuoe^#     The  authoritieo  often  keep  an  appllccurt  watting, 

PO 

Ml  without  a  «lC(5iaion,   for  so   lon#  a   time    thut   he    la  unnbk 

a*' 

tv   to  maintain  hla  offer  of  priocs  and  deliveries,  and  the 

W> 

p'/uaatter  la  apt  to  cod  to*  Hla  cancellation  of  the  application1.' 

Vhe  Consul  notloee  one  oo,«ti  t*  aaac  whrri*  an  Am* 
erioan  importer  made  application  laat  fall  for  permit  to 
Import  certain  essential  motor  car  parts  and  received  the 
permit  only  a  short  time  ago* 

It  uas  noted  in  conclusion  in  that  despatch  that, 

"There  actus  to  be  considerable  oonfualon  and  incona latency 

on  the 


MG  Pa^c   2,    ,;201    from      clping 

on  the  part  of  thE   authorities  who  administEr  the   control 
1nvffl#       uv\       n    v\  nv    of    thr    nbvl"U*    nurpoar    of    thoar    lf\wn# 
it  vould   -i£   3  orori3E  were   it  not  thE   constant   endeavor  of 
the    r.v.t!  orit   es  to  prevEnt   thE   importation  of   foreign 
goods  whenever  possible    EspEcially  whEn  such  goods   are 
likEly  to  compete  with  local  or  f anchurian  producto.   However, 
thE   r.rt orituca   oen   truthfully   point   to   the   font   that 
Americen  products   ote  constantly   bEing  pErmittEd  Entry. 
Only  c   Tew  Cava   ago  q   pEriait     /usisouEd  covering  an  order    | 
•f  one    thouo-nd  American  motor  trucks   purchased  by   the 
authorities     n  Hsinking,n 
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SEcrEtary  of  Sta 
Washington. 
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z^- 


DatEd  March  2^19^6, 


•^Rec'd  3:55  p.  mY^- 


EUROPEAN  AFFAIRS 


§7vm 


Division  of 
L^^n  il  M  BSTER^%hS 

260,    March  29,    7   p,   m,         j       ^  /nft#PR  1H^8 

/    I  2>    9  DEPAffTKENV  or  ?TA7>       . 

Your /L23,  March  24,  4  p.  jay-——— ~~™. _,,.„.(  "   MfjfS^7 
/  fSfc^ 

OnE.   Johnson  and  Captain  Willson  mEt  with  Britis^T 
and  FrEnch  rEpr es EntativEs  at  thE  ForEign  OffiCE  this 
aftErnoon,  Sir  AlExandEr  Cadogan  bEing  prESEnt.   Drafts 
of  proposEd  notEs  wErE  rEad  and  agrEEd  upon  without 

conFTEnt,  ThE  ttxt  of  thE  British  notE  is  thE  samE  as 

/  /33 
that  sEt  forth  in  numb Er Ed  SEction  3  of/ my  207,  March  12, 

1  p.  m,,  modifiEd  by  thE  changES  SEt  forth  in  numbErEd 

paragraph  2  of /my  233,  March  22,  5  p,  m.   Two  slight 

changES  should  bE  madE  in  thE  modifiEd  tExt  as  SEt  forth 

ho 

in  my  233.   ThE  word  "thE"  should  bE  insErtEd  aftEr  t&e 


*) 


word  "uppEr"  and  bEforE  thE  word  "limits"  in  thE  first,,   S 


sEntEncE  of  paragraph  2  of  thE  British  notE,   In  thE  ™ 
first  SEntEncE  of  thE  third  and  final  paragraph  of  thE 
British  note,  thE  word  "departures"  should  be  singular. 

The  FrEnch  notE,  which  will  bE  delivered  in  imme- 
diate reply  to  thE  AmErican  and  British  notEs,  reads  in 

translation 
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translation  as  follows: A  "ThE  GovErnmEnt  of  thE  FrEnch 
REpublic  has  ExaminEd  with  thE  further  Explanation  thE 
communication  through  which  thE  GovErnmEnt  of  thE 
Unit  Ed  StatEs  has  bEEn  good  Enough  undEr  datE  of  March 
31  to  notify  its  intEntion  of  dEparting  from  thE  uppEr 
limits  which  thE  London  Naval  TrEaty  1936  had  fixEd 
for  capital  ships  in  sub-oatEgory  (a), 

ThE  GovErnmEnt  of  thE  REpublic  has  takEn  duE  notE 
of  thE  rEasons  which  havE  lEd  thE  AmErican  GovErnmEnt, 
as  weII  as  thE  British  GovErnmEnt,  to  this  gravE  dEcision. 
BEing  dEsirous  of  limiting  as  far  as  possiblE  thE  ExtEnt 
and  EVEntual  consEquEncEs  of  this  first  dEparturE  from 
thE  TrEaty  it  dEsirEs  uliat  an  agrEEmEnt  may  bE  rEachEd 
at  an  Early  datE  among  all  thE  powErs  which  havE  up  to 
thE  prESEnt  conformEd  thEir  construction  to  thE  limitations 
at  prESEnt  in  forcE. 

Without  awaiting  thE  bEginning  of  thE  consultations 

nECEssary  in  ordEr  to  attain  this  rEsult,  thE  FrEnch 

GovErnmEnt  must  dEclarE  that  in  spitE  of  thE  dEparturEs 

to  which  thE  AmErican  and  British  GovErnmEnts  havE  had 

rECoursE,  it  will  pErsist  in  rEspEcting,  in  so  far  as 

rEgards  naval  construction,  thE  qualitativE  limitations 

fixEd  by  thE  TrEaty  of  London  so  long  as  no  continEntal 

power 
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powEr  departs  from  that  standard."^/ 

Two,   It  was  proposEd  and  agrEEd  upon,  subjEct  to 
thE  approval  of  thE  DEpartmEnt  which  it  is  hopEd  may  bE 
cablEd  at  oncE,  that  notEs  bE  datEd  and  dElivErEd  to 
thEir  rEspEctivE  dEstinations  on  March  31;  that  thE  tExts 
bE  rElEasEd  to  thE  prEss  latE  on  thE  day  of  April  1  for 
publication  in  thE  morning  papErs  of  April  2;  our  notEs 
to  bE  dElivErEd  in  Washington,  thE  British  notEs  to  bE 
dElivErEd  hErE,  and  thE  FrEnch  notEs  to  bE  dElivErEd  in 
Paris. 

ThE  British  will  sEnd  similar  notEs  to  GErmany  and 
SovlEt  Russia  who  havE  bEEn  kEpt  informally  advisEd  of 
thESE  discussions.   ThEy  suggEst  thE  advisability  of 
Italy  and  Japan  bsing  informEd  as  a  mattEr  of  courtesy 
through  our  rEspEctivE  Embassies  in  RomE  and  Tokyo 
somEtime"  on  April  1,  prior  to  dElivEry  of  thE  information 
to  thE  prsss  and  hopE  we  will  havE  no  objEction  to 
joining  in  this  action. 

ThrEE.  ThE  British  ExprEssEd  th£  dEsire  to  procEEd 

without  dElay  with  discussions  under  paragraph  3  of 

ArticlE  No,  25.  ThE  French  can  send  their  technical 

reprEsentatlves  over  at  any  time.  ThE  momEnt  thErEfore 

whEn  these  discussions  commence  will  depend  on  when  the 

United 
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UnitEd  StatES  is  prEparEd  to  bEgin,   Instructions  arE 
thErEforE  rEquEstEd  as  to  whEthEr  tEchnical  ExpErts  will 
de  sEnt  ovEr  from  thE  Navy  DEpartmEnt  or  v/hEthEr  it  is 
ExpEetEd  that  Captain  Willson  and  CommandEr  NElson  will 
carry  out  thESE  informal  technical  discussions. 

Pour.   Captain  r;illson  in  convErsation  with  admiralty 
officials  aftEr  thE  mEEting  was  told  that  thE  British 
arE  anxious  to  fix  a  limit  of  about  42,00Gt  tons  which 
thEy  bEliEVE  will  givE  a  weII  balancEd  ship  carrying 
ninE  16-inch  guns.   ThEy  fEEl  that  thE  nExt  highEr  logical 
limit  would  bE  about  47,000  tons,  providing  a  balancEd 
ship  of  twElve  16-inch  guns. 

KENNEDY 
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L-f-     y/Scorctarv  of  State, 

PA/hO 

PA/d^ 


Your    1??,    harcb   24,    A    p.   m# 

Cue.      Johnson    an  .J   O-.ntan  Willson   met   with   British 


Washington. 
BA         . 

W'  200,  :  arch  20,  7  p#  m. 

PI 

iy 

*-     and  French  representative's  at  thE  7orei*:n  CfficE  this 
FA 

afternoon.  Si~  Alexnrder  Cado*fan  being  present.   Drafts 
ba  '  c  * 

of  proposed  notes  were  rend  and  agreed  upon  without 
A-  M  C     * 

comment.   The  text  of  the  Pritish  note  is  the  same  as 

H"    that  set  I'rrt-  in  numbered  section  3  of  my  '  >^7,  h'ar^h  12, 

:  a  w\  > 

IC 

UA 

PD 

PR 

RP 

TD 

VO 

fUL' 


-'    p.    i?i#,    nod!  fled   by   the    changes    set    fort'     In   niunnertcl 

paragraph  2  or"  ry  "!73,  Harch  22,  5  p.  m#   Two  slight 

char...  t3  should  be  made  in  thi  ncdif'ed  text  as  set  forth 

in  my  23-%   L'he  word  "thE"  should   t_  inserted  after  thE 

word  "upper"  and  before  the  word  "l1  Irs''  in  t-he  first 

sen* Ence  cf  paragraph  2  of  the  -rltish  note.   In  the 

first  sEittnce  of  the  third  and  final  p*-r- jraph  of  the 

British  ne'e,  the  word  "departures"  should  be  singular. 

The  r'renrri  note,  which  wi1!  he  delivered  in  imme- 

liate  reply  to  the  American  and  British  notes,  reads  in 

translation 


Ill ' 

2-?2G0,  From  London, IKr ,29,7p.m. 

tn-.rl  1  '  01  ■:'.  rllowa:  "Tht  Gov  tmrtnt  of  the  Krinch 
F EnnV15c  '".'..i  Examined  with  the  further  Explanation  thE 
communication  through  which  tht  Government  of  thE 
Unl'td  3tot.cn  has  been  ?no(\  enough  uruUr  hiti  >f  Kirch 
31  to  notify  Its  intention  of  departing  from  tht  upper 
11ml  tc  wi'Jch  the  London  !!-val  Treaty  1936  hai  fixed 
for  capital  ships  In  nv.h-c- te/cry  (a). 

The  GovernmEnt  of  thE  He  public  has  takEn  due  note 
of  the  rnson?  which  have  led  the  American  Government, 
as  wel]  an  the  rritlrh  Government,  to  this  jrave  decision, 
Peln£  desirous  of  llmltlnr  as  V'\r   as  posalMe  the  extent 
ami  eventual  consEquences  of  this  first  dEparturE  from 
the  TrEaty  It  dEslrEs  that  an  agrEemEnt  may  be  rEachEd 
at  an  Early  datE  among  all  th£  powErs  which  havE  up  to 
the  present  conformed  th£lr  construction  to  the  limitations 
at  present  In  force. 

Without  awaiting  the  bE^l- »-ln7  oV    the  consultations 
nEcessary  In  order  to  attain  thl3  rtsult,  the  French 
Government  must  declarE  that  In  spite  or  vhe  departures 
to  which  the  Amfr^cm  nnd  British  Govern:, ler.ts  have  had 
recourse,  It  rill  persist  In  respecting,  In  s<->  far  as 
regards  naval  construction,  the  qualitative  limitations 

fixed  by  the  Treaty  of  London  so  lonf  as  no  continental 

power 
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pcwf.r  dep-rt~.   rom  that  standard." 

Two.   It  was  proposed  ind  afreEd  upon,  subject  to 
Mil  approval  o^  the  Department  which  it  ir  hoped  may  be 
cabled  at  oncE,  that  notEs  be  dated  and  dslivErEd  to 
their  respective  destinations  on  I»'arch  31;  that  thE  texts 
bE  relE-'sed  to  thE  prESS  l°tE  on  * '•  f.  day  of  Arril  1  for 
publication  in  the  morniny  papers  of  April  ?.;    cur  notEs 
to  be  dElivered  in  Washiny.ton>,  the  British  notes  to  be 
delivered  here,  and  the  French  nnien  to  be  delivered  in 
Paris. 

The  British  will  send  similar  notes  fc  Germany  and 
Soviet  Russia  who  have  been  kept  informally  advlsEd  of 
these  discussions.   They  suggest  the  advisability  of 
Italy  and  Japan  being  informed  as  a  matter  cf  courtesy 
through  our  re.?pLCtive  embassies  in  Rome  nnc:    Tokyo 
sort  time  on  April  1,  prior  to  delivery  of   the  information 
to  the  press  and  hope  we  v/ill  have  no  olJLCtion  to 
Joining  in  this  action. 

Three.  The  brltish  expressed  the  desire  to  proceed 

without  delay  vith  discussion."  under  par-,  -rnph  3  of 

Article  No.  2b,   The  /rench  can  3end  their  technical 

reortsentat ives  over  at  any  timE.   The  moment  therefore 

when  these  discussions  com~er.ee  will  depend  on  vhen  the 

United 
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Unit  Ed  i:ri[r  ir  prenarEd  to  bEgln.   Instructions  are 
thercfort.  rEquestEd  as  to  v/hEthEp  tEchnical  Exrerts  v/111 
be  nent  ovet  from  thE  Navy  iiej>ar$nif  nt  or  J'hEthEr  It  Is 
Exoected  that  Cnptaln  "tllsoh  <md  Command er  Uelson  v/111 
carry  out  these  infcrmal  technical  dlsc\u.ilon3« 

/our,   Captain  l  11 Iron  In  conversation  with  admiralty 
officials  after  the  meeting  \-p.-i  tolc;  that  the  British 
arE  anxtom  to  fix  ".  Unit  of  about.  42,000  tons  which 
they  bell  eve  \  111  L*ive  a  veil  Mlanced  ship  carrying 
nir.E  16-inch  f\ina»  They  fEr.l  that  thE  nExt  higher  logical 
llnlt  would  bE  about  47,000  ton3,  providing  a  balanCEd 
3Mp  of  twelve  16-inch  guns* 
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Your' 260,    March  29,    7  p.m» 
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One.    We  wil3/arrange/6o  deliver  'our /note  /to  the  ' 
diplomatic  /miss loner  at  Washington  'on  March /S^and^re- 
lease'the  text^to  the/press^on  the/afternoon^f  April  n.' 
for  publication' in  the  morning^newspapers^f  April  £.  ' 

We  agree  that{   as  a  Matter  of 'courtesy^  the 
Italian  and  J  apaneseAxOvernments 'should  be  informed:  of 
our  >intention/ta  escalate.  ' 

Three/ We  agree  to  proceed:  at  onee/witfcrdiscussions  '-  v^ 


c 
o 

H 

immm 

o 


under  paragrap 


h/Vof  Articled.  >  jfechnlcal/experts/idii-   J         tf***' 
ese*  from  the^Navy  Department^  t-         \/AL- 


tU 


OW+itt 


t-W«. 
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Enciphered  by 


Sent  by  operator 


--..  19 


D,  O.  a«— No.  fiO 


1 — 1462  U.  e.  SOVMHIttNT  KilHTIna  JfWI 


EDA  TELEQRAJ    SENT     ORAY 


**">  AMEMBASSY 

t^"""  LQMDQV   (ENOLAHD) 

SA^ 

It 

pa/h*^"  RMiU 

PA/Dx"" 

EA  134. 

IU^\  Your  26c,  Ilarch  29,  7  p.m. 

M  One*     Wc  will  Qprnj  to  deliver  our  note  to  the 

MS 

Pi        diplomatic  misslone   at  'YaaMnrton  on  Karon  31  and  relco.se 

!*>^ 

cr*^  the  text  to  the  press  on  the  if tcrnoon  of  April  1 

Fa 

fp   for  publication  In  the  morning  newspapers  of  April  2, 

Is 

cc  Two*     We   acrcc   that-   as  a  matter  of  courtesy,   the 

A-M/0 

CA        Itrlir.n  and  Jananeoc  Oovernmcnts  should  be  Informed  of 

cm 

FBO      our  intention  to  c seal ate* 

MA 

SAVAfl*  Three*     Wc  agree  to  proceed  at  once  with  dlsousslons 

xc 

J*       under  paragraph  3  of  Article  25*     It  is  not  considered 

rv 


■J   jwocssory  to  send  over  teohniccl  experts  from  the  Mary 

2   Department  at  the  outset  of  the  dlsousslons* 
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LEGATION  OF  THE 
UNITED  STATES  OF  AMERICA 

The  Hague,  Netherlands, 
February  26,  1938, 


1938  DEFENSE  BUDGET  BILL  AND  BILL  TO  AMEND  THE 
CONSCRIPTION  ACT  APPROVED  BY  FIRST  CHAMBER 


DIVISION  OF 

MAR     9)93R 

STATE 


A 


OEPARTMENT  OF 


\ 


\m  1  3  1938 


Thfe  Honorable 


The  Secretary  of  State, 
Washington* 


1 


3 

Adverting  to  the  Legation's  despatch  No*  175,  * 
of  February  10,  I  have  the  honor  to  report  that  the 
1938  Defense  Budget  Bill  and  the  Bill  to  amend  the 
Conscription  Act,  which  were  approved  by  the  Second 
Chamber  on  December  9  and  14  last,  respectively,  were 
passed  by  the  First  Chamber  on  February  18*  The  first 
Bill  was  approved  by  37  to  4  votes,  the  opposition  con- 
sisting of  three  Soolal  Democrats  and  one  Liberal  Dem- 
ocrat, and  the  second  Bill  by  28  to  13  votes,  the  oppo- 
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opposition  vote  including  all  the  Social  Democratio  and 
Liberal  Democratic  members  of  the  First  Chamber  who  were 
present.  Both  .Bills,  which  were  passed  as  received  from 
the  Second  Chamber  -  Netherlands  parliamentary  praotice 
does  not  permit  the  First  Chamber  to  emend  bills,  which 
must  either  be  passed  or  rejected  in  their  entirety  -  now 
go  to  the  Queen  for  signature  and  promulgation* 

The  First  Chamber  debates  on  these  Bills,  which  took 
place  on  February  16,  17  and  18,  were  not  of  outstanding 
interest.   In  general,  they  brought  out  little  that  had 
not  already  been  said  in  previous  debates  in  the  Second 
Chamber  on  the  subject.  Speeches  of  Social  Democrat  mem- 
bers showed  marked  opposition  to  the  eleven  months  training 
period,  as  proposed  by  the  Government  in  the  Bill  to  amend 
the  Conscription  Act,  apparently  on  the  ground  that  it  would 
cost  the  country  more  than  the  latter  could  afford.  At  the 
same  time,  general  satisfaction  was  evinced  that  the  army 
is  at  present  placing  the  majority  of  its  large  orders  at 
home  and  not  abroad,  as  had  frequently  happened  in  the  past; 
and  the  hope  was  expressed  that  the  Government  would  continue 
to  resist  temptation  to  order  war  material  in  foreign  coun- 
tries merely  because  such  orders  could  be  filled  there  more 
cheaply. 

At  the  close  of  the  debates,  and  before  the  final  vote 
was  taken,  the  Minister  of  Defense,  Mr.  van  Dijk,  made  a 
statement  answering  the  various  questions  asked  during  the 
discussion  of  the  two  Bills.  He  assured  the  First  Chamber 
that  war  material  would  be  purchased  in  the  Netherlands 

whenever 


whenever  possible  and,  referring  to  the  defense  of  the 
Netherlands  Indies,  said  that  his  Ministry  is  collabo- 
rating with  that  of  the  Colonies  with  a  view  to  the 
development  of  the  most  satisfactory  type  of  an  all 
metal  bombing  airplane. 

Continuing,  Mr,  van  Dijk  said  that  it  is  possible 
that  new  taxes  would  be  necessary  in  order  to  facilitate 
the  financing  of  the  proposed  defense  plans;  but  that  the 
Government  would  do  nothing  in  this  respect  which  was  not 
absolutely  necessary*  He  observed  that  the  navy  had  been 
kept  at  a  very  moderate  level  and  that,  while  increased 
sea  forces  would  undoubtedly  serve  the  country's  interests, 
he  was  of  the  opinion  that  the  carrying  out  of  the  Govern- 
ment's general  defense  plans,  as  envisaged  by  the  two  Bills 
under  discussion,  will  make  aggression  on  the  part  of  any 
foreign  Power  increasingly  unprofitable. 

In  reply  to  a  question  asked  by  a  National  Socialist 
member  of  the  First  Chamber  (Mr.  van  Vessem) ,  as  to  whether 
a  military  alliance  exists  with  Great  Britain,  Mr.  van  Dijk 
replied  in  the  negative.  (In  this  connection  reference  is 
made  to  the  Legation's  strictly  confidential  despatch  No. 182, 
of  February  14,  wherein  it  was  reported  that  a  secret  under- 
standing has  existed  since  1934  between  the  Netherlands  and 
British  air  forces) • 

Respectfully  yours, 

For  the  Minister: 


tUlriMAZfc. 


JT.  Webb  Benton, 
First  Secretary  of  Legation. 
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DatEd  March  30,  1938 
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SEcrEtary  of  StatE, 
Washington, 


497,  March  30,  8  p.  m, 

CONFIDENTIAL. 

A  GErman  friEnd  formErly  in  thE  diplomatic  sErviCE 
who  maintains  rElations  with  Von  NEurath  has  just 
arrivEd  hErE  from  Berlin,   He  tElls  mE  that  thE 
lEadErs  of  thE  party  arE  urging  HitlEr  to  move  quickly 
against  CzEchoslovakia  in  ordEr  to  takE  advantagE  of 
thE  favorablE  situation  crEatEd  by  FrEnch  wEaknEss  and 
British  unprEparEdnEss.   ThEir  thought  is  that  when  thE 
CzEchoslovak  proposal  for  dEaling  with  minoritiEs. 
is  known  it  should  bE  trEatEd  as  a  sort  of  BErchtEsgadEn 
arrangEmEnt,  dEnouncEd  as  unsatisfactory,  disordErs  to 
takE  placE  in  thE  SudEtEn  country  with  an  appEal  for     2g 
thE  assistancE  of  GErman  troops.  ,__ 

My  informant  said  that  Von  NEurath  and  othErs 

wete  playing  for  timE  and  counsEling  that  no  aggrEssivE 

action  bE  takEn  at  lEast  until  aftEr  HitlEr!s  visit  to 

RomE.   Copy  to  Rome, 
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1  ^ 


DEPARTMENT  OF  STATE 
Di  visiq^f-  ^^RaejEEMENTS 


■™  n  December  31,   1937 


M!  iO  58 
Mr.    Hawkins: 

I  am  returning  the  Mcte^jMmbire  which  was  handed  to 

.•  n^'jwrtuo       -x  ^  f    >  x  i    -  ;   i 

Mr,  Welles  by  the  German  Ambassador  on  October  2l£  1937, 
and  sent  to  you  by  Mr.  Sayre  for  comment  on  November  23. 

We  have  come,  I  feel,  to  a  rather  important  point  in  (J) 
our  commercial  relations  with  Germany.  Over  two  years  — 
have  oassed  since  Germany  ceased  to  enjoy  most-favored-       0) 

to 

nation  treatment  in  this  country;  a  year  and  nine  months      QJ 

ago  the  Germans  made  their  proposal  for  the  restoration  of     ^ 

CO 

that  treatment;  a  year  and  a  half  ago  the  imposition  of       (0 


countervailing  duties  was  announced;  and  a  year  has 
elapsed  since  trade  was  resumed  on  the  basis  outlined  in 
the  Treasury  Department's  release  of  December  23,  1936* 
Since  German-American  commercial  relations  first  reached 
a  stage  of  advanced  deterioration  considerable  time  has 
slipped  away  without  any  constructive  step  having  been 
taken  by  this  country  to  place  them  on  a  better  footing. 

During  this  time,  moreover,  we  have  given  the  G-erman 
Government  no  encouragement  whatever  to  take  such  a  step. 
We  did  not  invite  or  reply  to  its  earlier  proposals;  we 
have  expressed  ourselves  on  several  occasions  in  terms   ct> 

critical^ 

& 
co 


(0 


l\) 


critical  of  its  commercial  policy;   and  in  the  memorandum 

handed  to  the  German  Ambassador  in  July  to  which  the 

present  German  Aide  Memoire  is  a  reply  we  offered  the 

German  Government  no  incentive  to  respond  even  in  terms 

cordial  to  our  commercial  policy,  much  less  with  a  concrete 

and  constructive  proposal. 

In  these  circumstances  it  seems  to  me  that  considerable 

importance  is  to  be  attached  to  the  conciliatory  language 

in  which  the  German  Aide  Memoire  is  written  and  to  the 

constructive  nature  of  its  general  tone.   I  would  like  to 

call  your  attention  particularly  to  the  following 

passages: 

"The  German  Government  shares  the  opinion 
expressed  in  the  Aide  Memoire  of  the  Department 
of  State  of  July  21  of  this  year  that  the  most 
favored  nation  treatment  is  the  best  and  safest 
foundation  of  international  trade.  The  German 
Government  has  advocated  and  adhered  to  this 
opinion  for  decades.  The  application  of  the 
principle  of  most  favored  nation  treatment,  how- 
ever, finds  its  limitation  in  the  necessity  of 
self-preservation  of  the  nation*  If  Germany 
to-day,  in  her  international  trade  practice, 
does  not  put  this  principle  into  effect  fully 
it  is  not  because  she  desires  to  replace  it  by 
a  better,  so-called  'bilateral  system1;   it  is 
because  the  German  Government  against  its  desire, 
has  been  compelled  to  take  recourse  to  emergency 
measures  the  drawbacks  of  which  it  fully  realizes 
and  the  detrimental  effects  of  which  have  re- 
peatedly and  clearly  been  pointed  out  by 
Reichsbankprasident  Dr.  Schacht,  the  author  of 
the  so-called  'New  Plan1... 

"•••The  German  Government  is  entirely  will- 
ing to  adjust  its  trade  policy  to  the  principle 
of  free  exchange  of  goods  as  soon  as  the  neoes- 
sary  pre-requisites  nave~been  established  in  the 
other  parts  of  the  world,  namely,  within  the 

field 
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fleld  of  general  ourrency  stabilisation,  solu- 
tion of  the  debt  problem,  and  equal  aooess  to 
raw  materials*   The  pre-requlsites  cannot  be 
produced  by  Germany  in  her  present  financial  and 
economic  situation*   They  must  be  brought  about 
by  those  States  that  have  disturbed  the  equili- 
brium within  the  other  spheres. 

"•••The  German  Government  regrets  that  the 
United  States  up  to  now  has  not  seen  its  way  to 
co-operate  in  finding  an  interim  solution  which 
would  have  furnished  a  practical  contribution  to 
the  realization  of  its  repeatedly-declared  inten- 
tion of  increasing  international  exchange  of 
goods. 

"..•Germany  is  ready  and  willing  to  accord 
to  the  United  States  the  same  favorable  treatment 
as  it  does  to  any  other  country. •• 

wThe  German  Government  which  has  expressed 
far-reaching  acknowledgement  of  the  principles  of 
American  trade  policy,  has  repeatedly  endeavored 
to  place  the  trade  relations  between  Germany  and 
the  United  States  upon  a  new  foundation  guaranteeing 
the  extension  of  their  mutual  exchange  of  goods. •• 

"...The  German  Government  believes  to  be  in 
accord  with  the  Government  of  the  United  States 
that  a  Just  balance  of  the  economic  interests  of 
Germany  and  the  United  States  on  the  markets  of 
third  countries  must  be  counted  among  those  factors 
which  can  serve  international  economic  development 
and  the  establishment  of  universal  peace,  and  that 
this  balance  will  be  achieved  if  the  economic 
competition  of  the  two  peoples  is  guided  by  fairness 
and  mutual  respect. ■ 

When  tne  German  Ambassador  presented  this  Aide  Memoire 

to  the  Acting  Secretary  on  October  21,  he  asked  Mr.  Welles 

if  he  would  study  it  with  sympathetic  consideration  and 

if  he  "would  likewise  please  make  an  effort  to  read  not  only 

the  lines  but  between  the  lines  as  well".   Thia  desire,  that 

we  should  read   "between  the  lines",  was  expressed  in  these 

same 


-  4  - 
same  words  on  another  occasion  by  the  FirBt  Secretary  of 
the  German  Embassy  who,  I  understand,  was  responsible, 
with  the  Ambassador,  for  drafting  the  Aide  Memoire*   The 
First  Secretary  in  this  conversation  also  stated  that  Ger- 
many is  in  a  position  now  to  go  considerably  farther  in 
what  it  can  offer  to  make  possible  an  understanding  with 
the  United  States  than  it  was  in  the  spring  of  1936. 

The  memorandum  of  Mr.  Welles1  conversation  with  Herr 
Dieckhoff  continues,  after  the  above  passage,  as  follows: 

"..••He  said  this  memorandum  was  the  result  of  his 
own  conversations  with  his  Government  in  Berlin  when 
he  was  recently  there  and  was  due  to  his  efforts  to 
try  to  prepare  the  ground  for  a  more  favorable 
understanding  by  the  German  Government  of  the  policy 
of  the  United  States  with  regard  to  a  more  liberal 
trade  tendency.   The  Ambassador  said  that  he  thought 
perhaps  this  memorandum  would  prepare  the  way  for  a 
further  exchange  of  views  between  the  two  Governments, 
which  he  hoped  would  be  constructive  and  lead  to  a 
more  normal  trade  relationship  between  Germany  and 
the  rest  of  the  world. " 

It  is  true,  of  course,  that  the  Aide  Memoire,  as  EA 
points  out,  contains  a  certain  amount  of  the  old  argumenta- 
tion attempting  to  Justify  Germany^  present  policies  and 
does  not  offer  specifically  and  in  detail  any  "new  construc- 
tive basis  for  rearranging  German- American  trade  relations "# 

The  numerous  passages  quoted  above,  however,  give  it  also 
another  aspect  and  make  it  capable  of  another  construction. 
Its  whole  tone,  the  references  to  an  interim  solution,  and  the 
Ambassador's  statements  surely  provide  grounds  for  the  belief 
that  the  German  Government's  attitude  toward  the  broad  problem 
of  Germany's  commercial  relations  with  the  United  States  may 

have 
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have  undergone  an  appreciable  change  and  that  that  Government 
may  now  be  ready  to  make  an  effort,  considerably  greater  than 
it  made  in  the  spring  of  1936,  to  reach  an  agreement  with  us. 
EA,  it  appears,  recognizes  this  aspect  of  the  Aide  Memoire  in 
suggesting,  as  one  of  three  possible  courses  of  action  now 
open  to  us,  that  we  might  "put  aside  all  argument  and  attempt 
to  formulate  a  proposal  stating  the  terms  on  which  we  might 
restore  Germany's  most-favored- nation  privileges "• 

Whether  or  not  we  go  this  far,  it  would  oertainly  seem 
to  be  not  the  best  policy  for  us  to  devote  all  our  attention 
to  the  unfavorable  aspect  of  the  Aide  Memoire,  to  ignore  its 
favorable  aspect,  and  to  be  influenced  by  so  doing  into  giving 
an  unsympathetic  reply  which  would  constitute  a  rebuff  to  such 
overtures  as  the  German  Government  may  be  making  in  it. 

The  maintenance  of  an  unsympathetic  attitude  by  this 
Government  is  not  to  the  disadvantage  of  Germany  alone:   it 
has  unfortunate  consequences  also  for  us.   Three  of  immediate 
significance  may  be  mentioned  first: 

a)   Of  paramount  importance  is  the  reaction  that  failure 
on  our  part  to  respond  to  German  overtures  has  upon  the 
position  of  the  moderates  in  government  and  business  in 
Germany  who  are  seeking  to  restrain  the  Party  extremists. 
The  old  German  civil  service  is  still  largely  intact  and, 
while  in  many  ministries  it  has  been  diluted  by  the 
Infiltration  of  Party  members,  its  influence  under  the 
surface,  especially  in  the  Foreign  Office  where  a  minimum 

of 
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of  Party  men  have  gained  entrance,  Is  considerable.   This 
Influence,  as  is  well  known,  has  been  exercised  to  temper  the 
policies  of  the  Party,  and  has  been  a  constant  element  making 
for  moderation  and  restraint.  A  continued  negative  attitude 
on  our  part  towards  Germany  and  German  overtures  plays  directly 
into  the  hands  of  the  Party  extremists,  and  correspondingly 
weakens  the  position  of  the  men  in  the  various  ministries  who 
might  like  to  see  Germany fs  commercial  policies  shaped  more  in 
harmony  with  ours,  and  who  could  advocate  our  point  of  view 
in  Berlin,  more  effectively  than  we  can,  if  they  were  provided 
with  some  basis  upon  which  to  do  it.  It  might  be  in  our  inter- 
est, on  one  occasion  at  least,  to  give  them  something  to  go  on; 
some  "ammunition'1  to  use  against  the  Party  men;  some  help  in 
the  struggle  in  which  they  face  such  great  odds  —  and  see 
what  they  can  make  of  it. 

b)  The  reaction  of  our  continued  unsympathetic  attitude 
upon  the  German  Government,  and  hence  upon  our  remaining 
trade  with  Germany,  is  to  be  considered.  We  made  no  reply 
to  the  German  proposals  of  March,  1936,  believing  none  to 
be  necessary.  Despite  our  silence,  the  German  Government 
has  taken  advantage  of  the  occasion  provided  by  the  exchange 
of  views  between  the  two  governments  on  the  limited  question 
of  our  conversations  of  last  summer  with  representatives 
of  the  Brazilian  Government  to  raise  again  the  question  of  the 
general  commercial  relations  between  Germany  and  the  United 
States.  This  move  comes  at  a  time  when  the  Pour- Year  Plan 

is  entering  its  second  year.   If  our  decision  now  i8  to 

give 
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give  a  reply  of  negative  nature  to  the  German  Aide  Meraolre, 
we  may  expect  that  the  German  Government  will  wait  a 
considerable  time  before  It  presents  us  with  a  similar 
opportunity  of  examining  wnat  It  may  have  to  offer, 
without  ourselves  taking  the  Initiative.   During  this  time 
the  Four-Year  Plan  may  be  counted  upon  to  develop  with  a 
minimum  of  regard  to  our  formerly  very  great  Interest  In 
the  German  market. 

c)  The  divergence  between  our  present  method  of  carry- 
ing on  trade  with  Germany  and  our  proclaimed  commercial 
policy,  and  the  unfortunate  reaotions  of  this  situation, 
also  bear  mention.   At  present  a  large  part  of  the  trade 
between  the  United  States  and  Germany  is  being  carried  on 
on  the  basis  of  the  four  procedures  listed  in  the 
Treasury  Department's  press  release  of  December  23,  1936, 
and  in  particular  upon  the  basis  of  prooedure  number  2.   The 
effect  of  this  prooedure  has  been  to  create  "inland" 
aocounts  in  German  banks  analogous  in  all  essential  res- 
pects to  ASKI,  and  to  make  possible  a  substantial  volume  of 
trade  of  a  kind  which  the  United  States  holds  to  be 
contrary  to  the  requirements  of  the  most-favored- nation 
principle  and  which  it  has  endeavored  to  persuade  Brazil 
to  curtail.   In  German  eyes,  and  possibly  also  in  other 
foreign  quarters,  this  situation  is  damaging  to  the 
prestige  of  American  commercial  policy,  in  that  it  gives 
that  policy  a  two-faced  appearanoe.   Moreover,  this 

method 
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method  of  oarrylng  on  trade  is  so  obviously  different 
from  what  it  pretends  to  be  that  it  cannot  but  have  oast 
a  shadow  of  discredit  upon  our  commercial  policy  in  the 
eyes  of  those  familiar  with  it  at  home.   In  the  absence  of 
an  agreement  placing  trade  between  the  two  countries  on  a 
new  basis,  which  will  not  be  achieved  so  long  as  we 
maintain  our  present  attitude,  it  is  difficult  to  see  any 
remedy  to  this  situation. 

Failure  to  find  a  satisfactory  basis  for  our  trade  with 
Germany  will  also  have  unfortunate  ultimate  consequences 
for  us.   Two  may  be  discerned  in  particular: 

a)  Increased  economic  pressure  on  Germany  as  our  trade- 
agreements  program  develops  (particularly  when  the  con- 
cessions to  be  granted  to  Czechoslovakia  and  the  United 
Kingdom  are  withheld  from  Germany)  will  strengthen  Germany's 
feeling  of  encirclement  and  will  give  this  feeling  more 
basis  in  fact.   One  of  the  most  important  objectives  of  our 
program  is  to  relieve  such  pressures— not,  so  far  as  it 
lies  within  our  power — >to  increase  them. 

b)  Finally  it  must  be  recognized  that  the  oontinued 
development  of  autarchy  in  Germany  will  make  a  return  to 
more  liberal  commercial  policies  more  and  more  difficult. 

In  previous  discussions  of  the  question  of  whether  this 
Government  should  seek  a  basis  for  some  form  of  commercial 
agreement  with  Germany,  we  have  been  inclined,  I  feel,  to 
place  too  much  emphasis  upon  the  possible  effects  of  such 

an 
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an  agreement  upon  Germany  and  the  general  European  situa- 
tion, and  too  little  upon  the  aotual  gains  which  we  might 
achieve  for  our  trade  thereby.   The  magnitude  of  the 
decline  whloh  our  trade  with  Germany  has  suffered  Is  an 
Indication  of  the  prize  that  is  at  stake.   Not  all  of  the 
lost  trade,  of  course,  could  be  won  back;   some  part  may 
be  permanently  gone,  either  to  new  domestlo  Industries  in 
Germany  or  to  other  foreign  sources  of  supply.   But  given 
the  re establishment  of  a  favorable  basis  for  trade 
between  the  two  countries,  much  undoubtedly  could  be 
recovered.   And  to  the  extent  that  the  trade  whloh  has 
supplanted  American  goods  in  the  German  market  is  a  hot- 
house development,  it  may  be  expected  in  turn  to  be 
supplanted  by,  and  to  die  out  before,  an  expanding  volume 
of  healthy  trade.   The  following  figures,  taken  from 
German  statistics,  are  striking  evidence  of  the  magnitude 
of  our  loss. 

German  Imports  of  All  Commodities 

Total  From  U.S. 
""(thousands  of  RM) 

1931-33  Av.  5,199,063  622,004 

1&35  4,158,695  240,679 

1936  4,217,948  232,228 

let  9  moe.  1936      3,138,843  176,029 

1st  9  mos.  1937      3,970,699  200,900 

German  Imports  of  Cotton 
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German  ImportB  of  Cotton 

Total  Prom  U.S.     %   From  U.S. 

(thousands  of  RM) 

1931-33  Av.  311,634  226,210  72.58 

1935  329,722  71,133  21.57 

1936  257,702  72,762  28.23 
let  6  noB.  1936  118,806  41,864  35.2 
1st  6  mos.  1937  102,903  22,548  21.9 

German  Exports  of  All  Commodities 

Total  To  U.  3.     %   To  U.  3. 

(thousands  of  RM) 

1931-33  Av.  6,736,393  338,215  5.02 

1935  4,269,667  169,522  3.97 

1936  4,768,948  172,001  3.60 
1st  9  moa.  1936  3,457,654  126,976  3.7 
1st  9  mos.  1937  4,281,281  151,100  3.5 

In  the  face  of  such  a  stupendous  loss  of  trade,  may 
we  not,  having  the  authority  oonf erred  by  the  Trade  Agreements 
Act  at  our  disposal  and  being  entrusted  with  the  responsi- 
bility of  using  that  authority,  be  avoiding  our  duty  and 
failing  in  our  trust  when  we  not  only  do  not  make  to 
Germany  proposals  of  our  own,  but  decline  even  to  investi- 
gate and  encourage  Germany's  overtures  to  us? 

These  considerations  lead  me  to  the  view  that  what  is 
olearly  not  wanted  at  the  present  Juncture  is  a  continuance 
of  rhetorical  argument  between  the  two  governments  as  to 
which  is  the  more  devoted  to  the  most-favored-nation 
principle  or  which  discriminates  against  the  other  country's 

trade. 
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trade.   What  1b  needed  now  Is  a  definite  decision  on  the 
part  of  thlB  Government  whether  It  prefers,  In  view  of 
the  many  attendant  difficulties  and  uncertainties,  to 
allow  trade  between  the  two  countries  to  continue  In  Its 
present  state  and  probably  to  decline  still  further,  or 
whether  It  Is  willing  to  explore,  In  Informal  Interchanges 
with  the  German  Government,  the  possibility  of  reaching 
some  agreement  that  would  bring  improvement. 

An  agreement  with  Germany,  making  possible  large 
increases  in  exports  particularly  of  a  number  of  staple 
agricultural  products,  would  not  be  difficult  to  formulate 
and  might  prove  considerably  easier  to  negotiate  than  we 
have  any  idea  of. 

It  is  admittedly  out  of  the  question  that  any  agreement 
could  be  devised  that  would  provide  American  trade  at  onoe 
with  full  equality  of  treatment  in  the  German  market.   The 
gap  between  the  treatment  American  trade  now  enjoys  and  the 
minimum  which  this  Government  oould  consider  full  equality 
of  treatment  is  too  great  to  be  bridged  at  one  Jump,   In 
these  circumstances  the  United  States  is  confronted  with 
the  choice  of  regaining  equality  of  treatment  and  of 
restoring  its  lost  trade  in  two  (or  three)  stages,  which 
Implies  accepting  less  than  full  equality  in  the  first  or 
•interim"  stage,  or  of  continuing  to  maintain  the 
position  that  it  must  have  "all  or  nothing"  and  in  fact 
get  nothing. 

An 
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An  interim  agreement  should  of  course  contain  full 
assurances  that  the  commercial  relations  between  the  two 
countries  are  to  be  governed  in  prinoiple  by  the  rule  of 
equality  of  treatment  applied  to  all  forms  of  control  of 
trade  and  of  payments  therefor,  while  the  treatment  of 
Amerioan  trade  by  Germany  for  which  it  provides  in  fact 
should  represent  a  substantial  approach  to  equal  treat- 
ment in  this  unrestricted  sense  and  hence  constitute  a 
substantial  improvement  over  present  treatment. 

In  very  brief  outline  such  an  agreement  might  be 
envisaged  as  follows! 

The  agreement  would  be  concluded  under  the  authority 
of  the  Trade  Agreements  Act  and  would  comprise  two 
schedules  and  general  provisions  according  to  the  usual 
pattern  of  this  country's  trade  agreements. 

Schedule  I  would  contain  a  list  of  duty  concessions 
and  a  second  list,  probably  longer  than  the  first,  of 
products  on  which  Germany  would  agree  to  issue  import 
permits  up  to  a  specific  amount  for  each.   Schedule  II 
would  contain  duty  concessions  granted  by  the  United 
States  to  Germany.* 

In  the  general  provisions  the  United  States  and 

Germany  would  guarantee  to  each  other  unconditional 

most- 

*A  study  made  some  months  ago  on  the  basis' of  1934  figures 
showed  Germany  to  be  the  first  supplier  of  709  items,  and 
the  first,  second  and  third  supplier  of  1,536.   Of  the  709 
items,  654  were  dutiable,  506  at  rates  over  25  percent 
ad  valorem. 
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mo e t- favored- nation  treatment  In  respect  of  customs  duties 
and  related  matters.   The  usual  article  on  monopolies 
and  the  recently- adopted  provision  on  exchange  control, 
as  well  as  the  minor  articles  of  our  standard  provisions, 
would  also  he  included. 

As  regard*  quantitative  restrictions  the  United  States 
would  obtain  full  equality  of  treatment  on  a  vast 
majority  of  the  products  of  which  it  is  normally  a  major 
supplier  to  Germany.  On  a  certain  limited  number  of  the 
more  Important  products,  however,  the  quotas  allotted  to 
the  United  States  in  the  "interim"  period  would  fall 
considerably  short  of  providing  full  equality  of  treatment 
on  the  basis  of  the  representative  period  formula  but  in 
each  case  they  would  represent  a  large  increase  over 
Germany's  present  imports  of  the  goods  in  question  from 
the  United  States. 

It  is  recognized  that  the  first  reaction  of  many  will 
be  that  any  commercial  agreement  with  Germany  would  be 
bad  domestic  politics  in  that  certain  groups  would  oppose 
it  bitterly  while  the  general  public  would  show  for  it 
little  enthusiasm.   Such  an  agreement  might  be  expected 
for  a  period  to  cause  the  Administration  embarrassment,  and  to 
refleot  adversely  upon  the  trade- agreements  program.   This 
situation  might,  however,  be  short-lived.   Certainly  the 

best 
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best  politics  of  all,  at  any  time,  Is  the  polltlos  of 
prosperity.   An  agreement  with  Germany,  if  at  all 
comprehensive,  could  hold  promise  of  greater  gains  for 
American  exports,  and  particularly  American  agricultural 
exports,  than  an  agreement  with  any  other  country.   If 
an  agreement  were  concluded  following  next  autumn's 
elections,  a  year  and  a  half  would  still  remain  before 
the  expiration  of  the  Trade  Agreements  Act,  and  two 
years  before  the  presidential  elections,  in  which  its 
beneficial  effects  could  be  influencing  and  softening 
public  opinion. 

In  the  contribution  which  it  would  make  towards  the 
cause  of  peaoe  a  commercial  agreement  with  Germany  would 
merit,  and  might  well  receive,  much  approval  by  the 
American  people.   It  is  true  that  the  argument  has 
sometimes  been  advanced  that  such  an  agreement  would  tend 
to  Increase  Germany's  aggressiveness,  and  aid  her  to 
carry  out  her  armament  program  and  ultimately  to  wage  war. 
If  this  is  true,  then  the  basio  philosophy  of  the  trade- 
agreements  program  is  wrong.  Would  it  not  be  more 
reasonable  to  expect  that  an  agreement  between  Germany  ?nd 
the  United  States  would  be  a  factor  making  for  peacet 
It  would  facilitate  Germany's  acquisition  of  raw  materials: 
it  would  assist  its  export  industries;   it  would  be  a 

procf 


-15- 
proof  to  the  German  people  that  the  democratic  nations  are 
not  opposed  to  Germany's  welfare;  and  It  would  rob  the 
Four-Year  Plan's  drive  toward  Increased  autarchy  of  some 
of  Its  ralson  d'etre. 
Recommendation 

It  is  reoommended  that  we  Investigate  what  the  German 
Government  may  have  to  offer,  and  if  that  Government  seems 
inclined  to  make  a  sincere  effort  to  meet  our  point  of 
view,  that  we  work  out  the  details  of  an  interim  agreement 
(perhaps  along  the  lines  suggested  above)  with  the  thought 
in  mind  of  making  public  announcement  of  our  intention  to 
negotiate  after  next  autumn's  elections. 

As  a  first  step  in  this  direction  I  believe  that  we 
should  make  a  reply  to  the  German  Government's  Aide  Memolre 
in  friendly  terms.   We  should  avoid  in  it  any  formal 
restatement  of  our  commercial  policies  and  principles, 
whioh  the  German  Government  has  already  been  instructed 
in  ad  nauseam.   We  should  also  avoid  making  it  a  refutation 
of  statements  in  the  Aide  Memoire,  or  a  further  argumen- 
tation of  our  views  and  position.   If  we  are  ever  to  mend 
our  commercial  relations  with  Germany,  we  must  adopt  a 
more  sympathetic  attitude  than  that.   We  are  playing  a 
part  that  is  unduly  severe  if  we  wait  for  all  of  the 
initiative  to  be  supplied  by  the  party  which  is  in  the 
weaker  situation  and  for  all  constructive  suggestions  to 

come 
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come  from  the  one  least  In  a  position  to  make  them. 

Instead,  we  should  refer  to  the  conciliatory  passages 
in  the  Aide  Memoir e  and  particularly  to  the  German 
Government's  reference  to  the  possibility  of  an  "interim 
solution",  and  should  state  simply,  that  we  regret  the 
present  state  of  the  commercial  relations  between  the 
two  countries,  that  we  are  not  unwilling  to  oooperate  with 
Germany  in  seeking  an  Interim  solution  and  that,  if  the 
German  Government  should  care  to  renew  its  suggestions 
of  1936,  with  certain  modifications,  we  would  give  them 
sympathetic  consideration, 

A  suggested  reply  to  the  German  Government  along  these 
lines  is  attached  hereto. 


TA: Dar^lhfcton : MPD 
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MEMORANDUM 

The  United  States  Government  has  devoted  careful 
jtudy  to  the  Aide  Memolre  left  by  the  German  Ambassador 
with  the  Acting  Secretary  of  State  on  October  21,  1937. 
While  it  cannot  subscribe  to  a  number  of  the  contentions 
advanced  by  the  German  Government  throughout  the  Aide 
Meraclre,  it  has  noted  with  satisfaction  the  German 
Government's  willingness,  given  certain  conditions, 
*to  adjust  its  trade  policy  to  the  principle  of  the  free 
exchange  of  goods*  and  its  assurance  that  "it  is  ready 
to  accord  to  the  United  States  the  same  favorable  treatment 
that  it  does  to  any  other  country". 

In  particular,  the  United  States  Government  has 
noted  with  deep  gratification  the  German  Government's 
renewed  affirmation  of  its  belief  in,  and  adherence  to, 
the  unconditional  most-favored-nation  principle.  As 
the  German  Government  knows,  the  United  States  is 
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convinced  that  the  interests  of  world  trade,  and  hence  of 
the  world's  commercial  nations,  are  best  served  by  the 
application  of  the  principle  of  equality  of  opportunity 
and  treatment  not  only  to  tariff  rates,  but  also  to  all 
other  measures  that  may  be  adopted  to  control  trade  or 
payments  therefor. 

The  United  States  Government  keenly  regrets  that, 
although  almost  two  and  a  half  years  have  passed  since  the 
suspension  of  the  most-favored- nation  provisions  of  the 
Treaty  of  Friendship,  Commerce  and  Consular  Rights,  it 
has  not  yet  been  possible  to  reestablish  commercial 
relations  between  the  two  countries  upon  this  basis.   In 
it 8  Aide  Memo ire  the  German  Government  intimates  that  an 
interim  solution  might  be  found  which  might  furnish  a 
practical  contribution  to  the  realization  of  the  desire 
of  both  countries  to  increase  their  exchange  of  goods. 
The  United  States  notes  that  the  German  Government  still 
considers  the  suggestions  made  informally  by  it  in  March 
and  May,  1938,  as  a  basis  for  the  negotiation  of  an 
agreement  of  this  nature. 


The  United  States  la  not  unaware  of  the  economic 
and  financial  difficulties  with  which  Germany  Is 
confronted.   Without  commenting  upon  the  German  Governments 
analysis  of  the  origin  of  these  difficulties,  it  recognizes 
the  limitations  which  they  presently  Impose  upon  Germany's 
possibilities  of  action.   In  view  of  these  circumstances 
the  United  States  Government  is  ready  to  cooperate  with 
the  Cxerman  Government  in  seeking  some  temporary,  or 
interim,  solution  to  their  common  problem,  which  would 
regularize  Lrerman-Araerican  commercial  relations  pending 
their  reeBtablishment  upon  a  full  most-favored-nation 
basis  and  at  the  same  time  facilitate  and  hasten  the 
attainment  of  that  end.  Any  plan  designed  to  provide 
such  a  solution,  in  order  to  be  acceptable  to  this 
Government,  must  be  based  upon  an  agreement  that  the 
commercial  relations  between  Germaiy and  the  United  States 
are  to  be  governed  in  principle  by  the  rule  of  equality 
of  treatment,  applied  to  all  forms  of  control  of  commerce 
and  of  current  commercial  payments,  and  must  provide  that 
the  treatment  to  be  accorded  in  fact  to  American  trade  by 
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Germany  during  the  Interim  period  shall  represent  a 
substantial  approach  to  equal  treatment  In  this 
unrestricted  sense  and  hence  constitute  a  substantial 
Improvement  over  present  treatment.  The  suggestions 
offered  by  the  German  Government  in  March  and  May,  1936, 
while  they  may  be  construed  as  responding  In  general 
terms  to  the  first  of  these  conditions,  fall  short  by  a 
considerable  margin  of  satisfying  the  second. 

If  the  German  Government  should  care  to  renew  its 
suggestions,  modified  in  the  sense  outlined  above,  this 
Government  would  be  pleased  to  accord  them  sympathetic 
consideration. 


Department  of  State, 
Washington, 


TA :  DariMgton :  MPD 
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Die  Deutsche  Regierung  teilt  die  in  dem  Aide-    ^ 


Memoire  dee  Department  of  State  vom  21  •  Juli  d.Js»  zum   #vj 

Ausdruck  gebrachte  Auffassung,  daB  die  Meistbegiinsti- 

gung  die  beste  und  sicherste  Grundlage  dee  internatio- 

nalen  Handels  iat*  Sie  hat  diese  Auffassung  jahrzehntelang 

vertreten  und  befolgt.  Die  Anwendung  des  Grundsatzes 

der  Meistbegunstigung  findet  aber  ihre  Grenze  an  der 

Notwendigkeit  der  Selhaterhaltung  der  Nation,  Wenn 

Deutechland  heute  in  seiner  handelspolitischen  Praxis 

diesen  Grundsatz  nichb  in  vollem  Umfange  zur  Geltung 

bringt,  so  geschieht  das  nicht,  weil  es  an  seine  Stelle 

ein  besseres  sogenanntes  "bilateralee  System"  setzen 

mbchte.  Die  Deutsche  Eegierung  hat  vielmehr  gegen  ihren 

Wunsch  zu  NotmaBnahmon  greifen  mtissen,  deren  Schatten- 

seiten  ihr  wohl  bewuflt  sind  und  deren  nachteilige  Ittr- 

kungen 


kungen  auch  der  Urheber  des  sogenannten  "Neuen  Plans", 
Reichsbankprasident  Dr.  Schacht,  wiederholt  deutlich 
gekennzeichnet  hat.  Sin  grundsatzlicher  Gegensatz  zwi- 
schen  dem  von  Deutschland  angeblich  befolgten  "bilate- 
ral en  System"  und  dem  Meistbegunstigungssystenubesteht 
ubrigens  nlcht.  Er  kannachon  deshalb  nlcht  bestehen, 
weil  Deutschland  das  auch  von  den  Vereinigten  Staaten 
auf  Grund  des  Ermachtigungsgesetzes  vom  12.Juni  1934 
angewandte  System  der  Meistbegiinstigung  mit  Tarifab- 
reden  gar  nlcht  aufgegeben  hat.  In  Handel sab kommen  mit 
mehr  als  50  Land  em  1st  Deutschland  auch  heute  noch 
an  den  Grundsatz  der  unbedlngten  Melstbegunstlgung  ge~ 
bunden,  und  zwar  auch  bei  denjenigen  Staaten,  mit  denen 
Zahlungs-  und  Verrechnungaabkommen  bestehen.  £s  mag 
dahingestellt  bleiben,  ob  die  Auffassung,  wonach  die 
Melstbegunstlgung  sich  auch  auf  die  Devisenzuteilung 
erstreckt  -  wenn  auch  nur  in  dem  Prozentsatz  einer  so- 

genannten 
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genannten  "reprasentativen  Periode"  -  mit  dem  Begriff 
der  unbedingten  Meistbegiinstigung,  wie  er  sich  nach  sei- 
ner historischen  Entwicklung  in  Wissenschaft  und  Praxis 
heute  darstellt,  im  Einklang  steht  oder  nicht.  Tatsach- 
lich  haben  die  Veremigten  Staaten  selbst  nicht  in 
alien  seit  Juni  1934  abgeschlossenen  Handelsabkommen 
auf  einer  uneingeschrankten  Anwendung  der  Meistbeglin- 
stigung in  dieser  Auslegung  be stand en.  Auch  Deutsch- 
land  kb'nnte  in  seiner  gegenwartigen  wirtschaftlichen 
Notlage  trotz  Anerkennung  des  Grundsatzes  einer  repra- 
sentativen Periode  vertragliche  Zusagen  iiber  Devisen- 
bescheinigungen  ohne  Einschrankung  dieses  Grundsatzes 
nicht  machen. 

Die  Ursachen  der  gegenwartigen  Notlage  sind 
der  Regierung  der  Vereinigten  Staaten  bekannt.  Sie  lie- 
gen  vor  allem  in  den  unseligen  Polgen  des  Deutschland 
aufgezwungenen  Versailler  Vertrages,  der  Deutschland 

wesentliche 
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wesentliche  Grundlagen  seiner  Rohstoffbeschaffung  ge- 
nommen  und  zugleich  untragbare  Zahlungsverpflichtungen 
auferlegt  hat.  Zu  den  politischen  Zahlungen  kam  der 
Druck  derjenigen  Regierungen  anderer  Lander,  die  ihre 
Absatzmarkte  fur  deutsche  Waren  nur  unter  besonderen 
Bedingungen  zu  bffnen  bereit  waren.  Dies  war  vor  all em 
bei  Landern  der  Pall,  denen  gegeniiber  der  deutsche 
Handel  aktiv  war  und  die  nun  einen  Druck  austibten,  um 
sich  aus  der  deutschen  Aktivspitze  fiir  ihre  Kapitalfor- 
derungen  zu  befriedigen.  Unter  diesem  Druck  entstanden 
die  Clearing-Vertrage,  die  die  Bindung  derjenigen  Be- 
trage  zur  Folge  hatten,  die  Deutschland  fruher  dazu 
verwenden  konnte,  Kaufe  in  Landern  zu  tatigen,  mit  de- 
nen der  deutsche  Handel  passiv  war,  wie  z.B.  mit  den 
Vereinigten  Staaten.  Die  heute  in  der  ganzen  Welt  ver- 
breiteten  Systeme  der  Kontingentierung,  des  Clearings, 

der 
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der  Kompensation  usw.  sind  nicht  von  Deutschland  erfun- 
den,  sondern  Deutschland  aufgezwungen  worden.  Die  Deut- 
sche Regierung  ist  durchaus  bereit,  ihre  Handelspolitik 
mit  dem  Grundsatz  des  freien  Warenaustausches   in  Ein- 
klang  zu  bringen,  sobald  in  der  ubrigen  Welt  die  Voraus- 
setzungen  hierfur  gegeben  sind,  and  zwar  auf  dem  Gebiet 
der  allgemeinen  Wahrungsstabilisierung,  der  Losung  des 
Schuldenproblems  und  des  gleichberechtigten  Zugangs  zu 
den  Rohstoffen.  Diese  Voraussetzungen  kbnnen  von  Deutsch- 
land in  seiner  gegenwartigen  Finanz-  und  Wirtschaftslage 
nicht  geschaffen  werden.  Sie  ir.ussen  von  den  Staaten  her- 
beigefuhrt  werden,  die  das  Gleichgewicht  auf  den  anderen 
Gebieten  gestbrt  haben. 


II. 

Die  Deutsche  Regierung  bedauert,  da£  die  Ver- 
einigten  Staaten  sich  bisher  nicht  zu  einer  Zusammen- 
arbeit  bereit  gefunden  haben,  urn  eine  ZwischenlOsung  zu 

finden 
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finden,  v/elche  zu  der  Verwirklichung  ihrer  wiederholt 
erklarten  Absicht,  den  internationalen  Guteraustausch 
zu  vergrbfiern,  einen  praktischen  Beitrag  geliefert  ha- 
ben  wiirde* 

Wenn  nach  den  Worten  des  Aide-Memoire  dem 
Handel  anderer  Lander  in  den  Vereinigten  Staaten  gleiche 
Mbglichkeiten  gewahrt  werden,  sofern  diese  Lander  die 
Vereinigten  Staaten  ihrerseits  nicht  diskriminieren, 
so  stellt  die  Deutsche  Regierung  fest,  daB  die  Vereinig- 
ten Staaten  von  Deutschland  nicht  diskriminiert  werden, 
Deutschland  ist  bereit,  die  Vereinigten  Staaten  so  gttn- 
stig  wie  irgendein  Land  zu  behandeln.  Dariiber  hinaus  be- 
handelt  Deutschland  die  Vereinigten  Staaten  schon  jetzt 
hinsichtlich  der  Zuteiiung  von  frei  verfligbaren  Devisen 
fast  durchweg  giinstiger  als  andere  Lander, 

Umgekehrt  fUhlt  sich  Deutschland  aber  von 
den  Vereinigten  Staaten  diskriminiert.  Die  Vereinigten 

Staaten 
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Staaten  gewahren  gewissen  anderen  Landem,  die  gleich- 
falls  ihrer  Einfuhr  und  deui  Zahlungsverkehr  mit  dem  Aus- 
lande  Beschrankungen  auferlegen,  Meistbegiinstigung,  ohne 
daB  diese  Lander  sich  ihrerseits  zu  einer  uneingeschrank- 
ten  Anwendung  des  Grundsatzes  der  Meistbegunstigung,  bo- 
weit  er  sich  auf  die  Zuteilung  von  Devisen  nach  dem  Pro- 
zentsatz  einer  reprasentativen  Periode  bezieht,  vertrag- 
lich  haben  verpflichten  mUssen.  Die  Deutsche  Regierung 
kann  den  Grund  nicht  erkennen,  warum  die  Vereinigten 
Staaten  nur  iin  Verhaltnis  zu  Deutschland  die  Gewahrung 
der  Meistbegiinstigung  davon  abhangig  machen,  daB  Deutsch- 
land sofort  und  ohne  jede  Einschrankung  diesen  Grundsatz 
in  der  Praxis  durchfuhrt. 

Die  Deutsche  Regierung  hat  wiederholt  den  Ver- 
such  gemacht,  unter  ausdrucklicher  weitgehender  Anerkennung 
der  Grundsatze  der  amerikanischen  Handelspolitik,  die 
Handelsbeziehungen  Deutschlands  mit  den  Vereinigten  Staa- 
ten 
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ten  auf  elrie  neue,  die  Aueweitung  des  gegenseitigen  Wa- 
renauetauBches  gewahrleistende  (irundlage  zu  stellen.  Sie 
hat  im  AnschluB  an  ihre  Anreg'ungen  vom  Marz  1936  zuletzt 
am  31«Mai  1936  in  ihren  Erklarungen  zu  einem  von  der  Ame- 
rikanischen  Regierung  vorgelegten  Fragebogen  konstruktive 
Vorschlage  unterbreitet,  ohne  hierauf  bis  heute  eine  Ant- 
wort  erhalten  zu  haben.  Diese  Erklarungen  werden  deut- 
scherseits  auch  heute  noch  als  Verhandlungsgrundlage 
betrachtet. 


III. 

Wenn  in  dem  Aide-Memoire  ausgefuhrt  wird, 
daB  ein  Ausfuhrfbrderungssystem  wle  das  deutsche  den  nor- 
malen  Wettbewerb  stbrt.  so  sollte  nicht  vergessen  werden, 
daB  dor  internationale  Wettbewerb  primar  durch  die  von 
verschiedenen  Regierungen  beschlossene  Devalvation  ge- 
stbrt  worden  ist.  Wenn  aber  in  dem  Aide-Memoire  behauptet 

wird 


wird,  dafl  die  Deutsche  Regierung  e s  in  ihrer  Hand  habe, 
durch  untcrschiedliche  direkte  Subsidien  jede  beliebige 
Ware  auf  dritten  Markten  wettbewerbsfahig  zu  mac hen  und 
damit  das  Geschaft  anderer  Lander  auf  diesen  Markten  zu 
storen,  so  ist  nochmals  auf  folgendes  hinzuweisen:  Die 
Mittel,  die  durch  die  freiwillige  Selbsthilf eaktion  der 
deutschen  gewerblichen  Wirtschaft  aufgebracht  werden, 
dienen  zum  teilweisen  Ausgleich  des  gerade  vom  Standpunkt 
der  Gleichheit  der  Wettbewerbsbedingungen  ungerechtf ertig- 
ten  Wahrongsvorsprungs .  Von  diesem  Gesichtspunkt  aus  ist 
die  Selbsthilf eaktion  entstanden  und  in  diesem  Sinne  wird 
sie  praktisch  angewandt.  In  einzelnen  Fallen  mag  der  Ver- 
kaufer  einer  deutschen  Ware  diese  Selbsthilf eaktion  be- 
ansprucht  und  gleichzeitig  der  Eaufer  der  Ware  einen  Vor- 
teil  ausgenutzt  haben,  den  ihm  zum  Beispiel  die  Bezahlung 
mit  Aski-Mark  gewahrte,  auf  deren  Kursgcstaltung  die 
Deutsche  Regierung  leider  keinen  Einflufi  hat.  Durch  das 

Zu  s  amine  n- 
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Zusammenwirken  dieser  beiden  Faktoren  mag  dann  eine  Ver- 
billigung  der  deutschen  Ware  eingetreten  sein,  die  den 
Wahrungsvorsprung  des  Bezieherlandes  Oder  eines  mit  der 
deutschen  Ware  konkurrierenden  dritten  Landes  uberstieg. 
Die  Deutsche  Regieiung  ist  aber  bemuht  gewesen,  diesen  - 
im  iibrigen  s  chwer  kontrollierbaren  -  Fallen  nachzugehen 
und  fur  sofortige  Abstellung  Sorge  zu  tragen.  In  jedem 
Falle  ist  die  Deutsche  Regierung  sorgfaltig  darauf  bedacht, 
daB  die  Selbsthilfeaktion  der  deutschen  gewerblichen  Wirt- 
schaft  den  Charakter  einer  Beihilfe  zur  Uberwindung  der 
durch  Abwertung  hervorserufenen  Wiihrungsvorteile  anderer 
Lander  behalt  und  nicht  dariiber  hinausgeht. 

IV. 

Zu  der  Statistik  iiber  die  Auefuhr  der  Vereinig- 
ten  Staaten,  Deutschlands  und  der  iibrigen  Lander  nach 
Brasilien  ist  folgendes  zu  bemerkent 

Die 
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Die  Ausfuhr  der  Vereinigten  Staaten  naoh  Bra- 
silien  hat  seit  dem  Jahre  1934  im  ganzen  zugenommen,  wenn 
auch  der  prozentuale  Anteil  der  Vereinigten  Staaten  an  der 
Gesamt einfuhr  Brasiliens  etwas  geringer  geworden  ist.  Wenn 
bei  einzelnen  Waren  ein  Riickgang  der  Einfuhr  aus  den  Ver- 
einigten Staaten  eingetreten  ist,  so  ist  dieser  Riickgang 
nicht  durch  eine  Steigerung  der  deutschen  Einfuhr  in  Bra- 
silien  verursacht  worden,  sondern  vielmehr  durch  eine  ver- 
mehrte  Einfuhr  dieser  Waren  durch  andere  Lander,  mit  de- 
nen  ubrigens  die  Vereinigten  Staaten  Meistbegiinstigungs- 
abkommen  haben.  Das  ist  z.B.  der  Pall  bei  Nahmas chine n  aus 
Canada,  bei  Eisenbahnoberbaumaterial,  Lokomotiven  und 
Eisenbahnwagen  aus  GroB-Britannien  und  Belgien.  AuBerdem 
besteht  mehr  als  die  Halfte  der  Gesamt einfuhr  Brasiliens 
aus  den  Vereinigten  Staaten  in  Waren,  die  Deutschland  uber- 
haupt  nicht  oder  wenigstens  nur  in  vernal tnismaBig  be- 
schranktem  Umfang  nach  SUdamerika  ausfuhrt,  Wahrend  die 

Vereinigten 
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Vereinigten  Staaten  Automobile,  Benzin,  Petroleum,  Mine- 
rals e,  QuTnml material,  Rundfunkgerate,  Blech,  Tafelobet, 
Frucht-  und  Gremusesafte,  Teer,  Weizen  uew.  nach  Brasilien 
ausfuhren,  umfaBt  die  deutsche  Ausfuhr  nach  Brasilien 
ganz  andere  Waren,  wie  Steinkohle,  pharmazeutische  Prtt- 
parate,  Gerste,  Hopfen,  Pelle,  Leder,  Anilinfarben  usw. 

Die  in  dem  Aide-Memoire  angefuhrten  Ziffern 
uber  die  prozentuale  Beteiligung  des  Deutschen  Reiches 
und  der  Vereinigten  Staaten  an  der  brasilianischen  Ein- 
fuhr allein  geben  iibrigens  kein  richtiges  Bild,  da  sie 
nur  von  der  Einfuhr  seit  1934  ausgehen.  Zur  Beurteilung 
der  Frage,  ob  tatsachlich  der  deutsche  Wettbewerb  die 
amerikanisciie  Einfuhr  nach  BrasiLien  zuriickgedr^ingt  hat, 
ist  es  wesentlich,  auch  die  Einfuhrzif fern  Brasiliens 
in  der  Vorkriegszeit  zu  beriicksichtigen.  Hiernachergibt 

sich  folgendes  Bild: 

Beteiligong 
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Deutschland 

1907 

15.3 

1908 

H.9 

1909 

15.6 

1910 

15.9 

1911 

16.8 

1912 

17.2 

1913 

17.5 

Beteiligung  Deutschlands  und  der  Vereinigten  Staaten  an 
der  brasilianischen  Einfiahr  in  Prozenten  dor  Gesamteinfuhr. 

U.S.A. 
12.8 
12.1 
12.4 
12.8 
13.3 
15.6 
15.7 

In  den  sieben  Jahren  vor  dem  Weltkriege  1st  also  der 

Anteil  Deutschlands  an  der  brasilianischen  Einxuhr  stets 

grbBer  gewesen  als  der  Anteil  der  Vereinigten  Staaten. 

Erst  durch  den  Weltkrieg  und  die  Verhaltnisse  der  Nach- 

kriegszeit  ist  die  deutsche  Einfuhr  zuriickgedrangt  wor- 

den  und  hat  sich  erst  allmahlich  wieder  erholen  konnen. 

Schon  die  (Jegenub  erst  el  lung  des  deutsch-brasilianischen 

Warenaustausches  vom  Jahre  1913  in  Hb*he  von  rund  447 

Millionen  Mark  mit  dem  des  Jahres  1936  in  HOhe  von  rund 

265  Millionen  Reichemark  ergibt,  daB  von  einer  unange- 

meesenen  Steigerung  des  deutschen  AuBenhandels  mit  Bra- 

eilien 
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silien  nicht  die  Rede  sein  kann. 


V. 


. 


Die  Deutsche  Regierung  hat  zu  ihrera  Bedauern 
feststellen  mussen,  da8  die  deutsche  wirtschaf tliche 
Betatigung  in  lateiiA-anerikanischen  Liindern  in  der  ame- 
rikanischen  Presse  und  durcn  private  Organisationen  der 
Wirtschaft  standig  Angriffen  und  Verdachtigungen  ausge- 
setzt  ist,  die  eine  Stutze  in  den  Tatsachen  nicht  finden. 
Die  Deutsche  Regierung  glaubt  sich  mit  der  Regierung  der 
Vereinigten  Staaten  darin  einig,  daJ3  auch  ein  gerechter 
Ausgleich  der  wirtschaftlichen  Interessen  Deutschlands 
und  der  Vereinigten  Staaten  auf  den  Markten  dritter  Lan- 
der zu  denjenigen  Faktoren  gehcJrt,  die  der  wirtschaftli- 
chen Entwicklung  und  der  allgemeinen  Befriedung  der  Welt 
dienen  kttnnen,  und  daB  dieser  Ausgleich  eintreten  wird, 
wenn  der  wirtschaf tliche  Wettstreit  der  beiden  Vblker  von 
Fairnese  und  gegenseitiger  Achtung  geleitet  ist. 
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u*»i:,,bi  l  •  I.     The  German  Government  shares  the  opinion 
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xpressed  in  the  Aide  Llemoire  of  the  Department 
of  State  of  July  21  of  this  year  that  the  most 

v. . 

'S\KMi~***Y  ut"~  favored  nation  treatment  is  the  best  and  safest 
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foundation  of  international  trade.  The  German 
Government  has  advocated  and  adhered  to  this 
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opinion  for  decades.  The  application  of  the  prin-  ~j 

ciple  of  most  favored  nation  treatment,  however, 
finds  its  limitation  in  the  necessity  of  self- 
preservation  of  the  nation.  If  Germany  to-day, 
in  her  international  trade  practice,  does  not 
put  this  principle  into  effect  fully  it  is  not 
because  she  desires  to  replace  it  by  a  better, 
so-called  "bilateral  system" |  it  is  because  the 
German  Government  against  its  desire,  has  been 

oompelled  to  take  recourse  to  emergency  measTkreTf 

°"  fc  > 
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the  drawbacks  of  which  it  fully  realizes  and  the 

detrimental  effects  of  which  have  repeatedly  and 
clearly  been  pointed  out  by  Reichsbankpracident  Dr. 
Schacht,  the  author  of  the  so-called  "New  Plan". 
Moreover,  a  fundamental  conflict  between  the 
"bilateral  system"  supposedly  pursued  by  Germany 
and  the  system  of  most  favored  nation  treatment 
does  not  exist.  There  can  be  no  such  conflict  if 
for  no  other  reason  than  that  Germany  has  not 
abandoned  the  system  of  most  favored  nation  treat- 
ment with  tariff  stipulations  applied  also  by  the 
United  States  by  virtue  of  the  Act  of  June  12, 
1934.  In  trade  agreements  with  more  than  fifty 
countries  Germany,  even  to-day,  is  still  bound  to 
the  principle  of  unconditional  most  favored  nation 
treatment,  and  this  is  true  also  in  the  case  of 

those 
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those  States  with  which  Germany  has  concluded 

clearing-  and  compensation  agreements.  It  need 
not  be  discussed  whether  the  opinion  according 
to  which  the  most  favored  nation  treatment  extends 
also  to  the  allotment  of  foreign  exchange  -  if 
only  within  a  peroentage  of  a  so-called  "represent- 
ative period"  -  is  or  is  not  in  conformity  with 
the  concept  of  unconditional  most  favored  nation 
treatment  as  it  presents  itself  to-day  according 
to  its  historical  development  in  soience  and 
practice.  In  fact,  the  United  States  itself ,  in 
all  of  the  trade  agreements  oonoluded  since  June 
1934,  has  not  insisted  upon  an  unrestricted 
application  of  most  favored  nation  treatment, 
within  this  meaning.  In  her  present  economic 
emergency  Germany  also,  notwithstanding  her  recog- 
nition of  the  principle  of  a  representative  period, 

could 
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could  not  make  contractual  promises  concerning 
foreign  exchange  certificates  without  restricting 
this  principle. 

The  causes  of  the  present  emergency 
are  known  to  the  Government  of  the  United  States. 
They  lie,  first  of  all,  in  the  disastrous  con- 
sequences of  the  Versailles  Treaty  forced  upon 
Germany,  which  deprived  Germany  of  important  bases 
of  her  raw  material  supplies  and  at  the  same  time 
imposed  upon  her  unbearable  financial  obligations. 
To  these  political  payments  was  added  the  pressure 
of  those  governments  of  other  countries  which  were 
willing  to  open  their  markets  for  German  goods 
only  under  special  conditions.  This  was  the  case 
principally  with  countries  with  which  Germany  had 
a  favorable  trade  balance  and  which  now  exercised 
pressure  for  the  purpose  of  satisfying  their  capital 

demands 
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demands  out  of  the  German  export  surplus.  It  was 
under  this  pressure  that  the  clearing  agreements 
originated  which  resulted  in  binding  those  amounts 
which  Germany  had  formerly  teen  able  to  use  for 
making  purchases  in  countries  with  which  it  had 
an  unfavorable  trade  balance,  as  for  instance  the 
United  States.  The  systems  of  quotas?  which  are 
to-day  universally  applied,  of  clearings,  compen- 
sation etc.  were  not  invented  by  Germany  but  were 
forced  upon  her.  The  German  Government  is  entirely 
willing  to  adjust  its  trade  policy  to  the  princi- 
ple of  free  exchange  of  goods  as  soon  as  the 
necessary  pre-requisites  have  been  established 
in  the  other  parts  of  the  world,  namely,  within 
the  field  of  general  currency  stabilization^  so- 
lution of  the  debt  problem,  and  equal  access  to 
raw  materials.  The  pre-requisites  cannot  be  pro™ 
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duced  by  Germany  in  her  present  financial  and 

economic  situation.  They  must  be  brought  about 
by  those  States  that  have  disturbed  the  equilibri- 
um within  the  other  spheres. 

II.    The  German  Government  regrets  that  the 
United  States  up  to  now  has  not  seen  its  way  to 
co-operate  in  finding  an  interim  solution  which 
would  have  furnished  a  practical  contribution  to 
the  realization  of  its  repeatedly-declared  intention 
of  increasing  international  exchange  of  goods. 

With  regard  to  the  statement  in  the 
Aide  Llemoire  that  equal  opportunity  is  granted 
in  the  United  States  to  the  trade  of  other 
countries,  provided  these  countries,  on  their  part, 
do  not  discriminate  against  the  United  States,  the 
German  Government  calls  attention  to  the  fact  that 
Germany  does  not  discriminate  against  the  United 

States.  Germany  is  ready  and  willing  to  accord  to 

the 
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the  United  States  the  same  favorable  treatment 
as  it  does  to  any  other  country.  ..oreover,  v/ith 
respect  to  the  allotment  of  free  foreign  exchange 
Germany,  even  now,  and  almost  throughout,  accords 
to  the  United  States  more  favorable  treatment  than 
to  other  countries. 

On  the  other  hand,  however,  Germany 
considers  itself  discriminated  against  by  the 
United  States.  The  United  States  grants  most 
favored  nation  treatment  to  certain  other 
countri'jc  which  likewise  impose  restrictions  upon 
their  imports  and  payments  abroad;  and  these 
countries,  on  their  part,  have  net  been  obliged 
to  bind  themselves  to  an  unlimited  application 
of  the  principle  of  most  favored  nation  treatment 
insofar  as  it  refers  to  the  allotment  of  foreign 
exchange  within  a  percentage  of  a  representative 


period 
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period.  The  Serimn  Government  cannot  comprehend 
why  the  United  States,  only  in  its  relation  to 
Germany,  makes  the  granting  of  most  favored  nation 
treatment  dependent  upon  Germany's  putting  this 
principle  into  effect  at  once  and  without  restric- 
tion. 

The  German  Government  which  has 

expressed  far-reachinj  acknowledgement  of  the 
principles  of  American  trade  policy,  has  repeated- 
ly endeavored  to  place  the  trade  relations  "between 
Germany  and  the  United  States  upon  a  new  foundation 
guaranteeing  the  extension  of  their  mutual  exchange 
of  ;;oods.  lollov/ing  its  suggestions  of  iilarch  1936, 
and  lastly  of  May  31,  1936,  the  German  Government 
in  its  reply  to  a  questionnaire  submitted  by  the 
American  Government  made  constructive  proposals 
to  which  it  has  up  to  now  received  no  reply*  These 

proposals  are  still  being  considered  by  the  German 

Government 
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Government  as  a  "basis  for  negotiations. 

III.         With  regard  to  the  statement  in 
the  Aide  Llemoire  that  a  system  to  further  exports 
such  as  the  German  one  interferes  with  normal 
competition  it  should  not  be  forgotten  that  inter- 
national competition  primarily  was  disturbed  by 
the  devaluation  of  currencies  undertaken  by  several 
governments.  If,  however,  it  is  said  in  the  Aide 
Llemoire  that  the  German  Government  is  in  a  position 
to  place  any  merchandise  on  markets  of  third 
countries  on  a  competitive  basis  by  discriminate, 
direct  subsidies  and  thereby  to  disturb  the  business 
of  other  countries  on  these  markets,  attention  ia 
again  called  to  the  following  facts:  The  means  which 
are  raised  through  the  voluntary  self-aid  action  of 
German  industry  and  commerce  serve  the  purpose  of 
equalizing  partially  the  currency  advantage;  an 
advantage  which  from  the  very  viewpoint  of  equality 

of 
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of  competitive  conditions  is  unjustified.  It  was 
from  this  point  of  view  that  the  self-aid  action 
came  into  existence,  and  in  this  sense  it  is  applied 
in  practice.  In  individual  cases  the  seller  of 
German  merchandise  may  have  utilized  the  self-aid 
method,  and  at  the  same  time  the  buyer  of  the 
merchandise  may  have  taken  an  advantage  which, 
for  instance,  he  obtained  by  paying  with  Aski- 
Marks,  upon  the  quotation  of  which  the  German 
Government  unfortunately  has  no  influence.  Through 
the  combination  of  these  two  factors  a  reduction 
of  the  price  of  the  German  merchandise  may  have 
been  brought  about  which  exceeded  the  currency 
advantage  of  the  country  of  the  buyer  or  that 
of  a  third  count ry  competing  with  the  German 
merchandise.  The  German  government,  however,  has 
endeavored  to  follow  these  cases  -  which  unquest- 
ionably 
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ionably  are  difficult  to  control  -  and  to  take 
appropriate  steps  for  their  immediate  discontinuance, 
In  any  case,  it  is  the  German  Government's  earnest 
concern  that  the  self-aid  action  of  German  commerce 
and  industry  retain  the  character  of  a  contribution 
to  overcome  the  currency  advantages  of  other  coun- 
tries brought  about  by  devaluation,  and  that  it 
does  not  go  beyond  that  scope, 

IV.         With  respect  to  the  statistics  con- 
cerning the  exports  of  the  United  States,  Germany 
and  other  countries  to  Brazil,  the  following  ob- 
servations are  to  be  made: 

The  exports  of  the  United  States  to 
Brazil,  as  a  whole,  have  increased  since  1934 »  even 
if  the  percentage  share  of  the  United  States  in  the 
total  imports  of  Brazil  has  become  somewhat  smaller. 

If  in  the  case  of  individual  goods  imports  from 

the 
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the  United  States  have  decreased,  this  decrease 
was  not  caused  by  an  increase  of  German  imports 
into  Brazil  but  rather  by  an  increased  import  of 
these  goods  on  the  part  of  other  countries  with 
which 9  it  may  be  mentioned,  the  United  States  has 
most  favored  nation  agreements.  This,  for  instance, 
is  the  case  with  sewing  machines  from  Canada,  rail- 
road equipment,  locomotive  engines  and  railroad  cars 
from  Great  Britain  and  Belgium.  Moreover,  more  than 
half  of  the  total  imports  of  Brazil  from  the  United 
States  consists  of  goods  which  Germany  does  not  ex- 
port to  South  America  at  all  or,  at  most,  only  in 
comparatively  limited  quantities.  While  the  United 
States  exports  to  Brazil  automobiles,  gasoline, 
petroleum,  mineral  oils,  rubber  materials,  radio 
sets,  tin  plates,  fruits,  fruit  and  vegetable 

juices,  tar,  wheat  etc.,  German  exports  to  Brazil 

comprise 
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comprise  quite  different  categories  of  goods, 

as  coal,  pharmaceutical  preparations!  oats,  Lops, 

skins,  leather,  aniline  dyes,  etc. 

The  figures  quoted  in  the  Aide 
IJemoire  with  respect  to  the  percentage  share  of 
the  German  Reich  and  the  United  States  in  Brazilian 
imports,  alone,  do  not  present  a  correct  picture, 
inasmuch  as  they  start  only  with  the  imports  since 
1954.  In  order  to  determine  the  question  whether 
German  competition,  in  fact,  has  forced  back 
American  imports  to  Brazil  it  is  important  to 
consider  also  the  import  figures  of  Brazil  during 
the  years  preceding  the  World  War.  They  present 
the  following  picture: 
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Share  of  Germany  and  the  United  States  in 
Brazilian  Imports  in  percentages  of  total 
imports: 

1907 
1908 

1909 
1910 
1911 
1912 
1913 

Within  the  seven  years  before  the 
World  War  Germany^  share  in  Brazilian  imports  there- 
fore was  always  larger  than  that  of  the  United  States. 
Only  as  the  result  of  the  World  War  and  the  conditions 
existing  during  the  post-War  period  were  German  imports 
forced  back,  and  it  was  only  gradually  that  they  again 
increased.  Contrasting  the  German-Brazilian  exchange 
of  goods  during  1913,  when  they  amounted  to  approximate- 
ly 447  Million  Marks  with  that  of  1936  amounting  to 
approximately  265  Million  Reichsmarks,  it  is  readily 
seen  that  there  can  be  no  mention  of  an  inappropriate 
increase  of  German  foreign  trade  with  Brazil. 

Y.    The  German  Government  has  noted  with  regret 

that 
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that  German  economic  activity  in  Latin-American 
countries  is  constantly  subjected  to  attacks  and 
insinuations  both  in  the  American  Press  and  by 
private  economic  organizations  which  attacks  have 
no  foundation  in  fact.   The  German  Government  be- 
lieves to  be  in  accord  with  the  Government  of  the 
United  States  that  a  just  balance  of  the  economic 
interests  of  Germany  and  the  United  States  on  the 
markets  of  third  countries  must  be  counted  among 
those  factors  which  can  serve  international  economic 
development  and  the  establishment  of  universal 
peace,  and  that  this  balance  will  be  achieved  if 
the  economic  competition  of  the  two  peoples  is 
guided  by  fairness  and  mutual  respect. 
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AIDS  MEMOIRS 
The  German  Ambassador  on  June  30,  acting  on  ins  trac- 
tions from  nis  Government  and  referring  to  an  invitation 
extended  him  by  the  Under  Secretary  of  State  to  discuss 
•  ith  him  tue  nature  of  the  conversations  which  officials    £} 

of  the  United  States  Government  were  carrying  on  ift  Wash-   V 

K 
ington  with  the  Brazilian  Ambassador  and  the  Brazilian 


CO 
Minister  of  Finance,  made  oral  representations  to  the      ^4 

>  > 
Under  Secretary  raising  the  question  whether  these  con- 


versations did  not  involve  unwarranted  and  unfair  inter-   , 
ference  on  the  part  of  the  United  States  in  trade  relations 


between  Germany  and  Brazil.   The  Ambassador  stated  that 
Germany  during  recent  years  had  been  endeavoring  to  re- 
build its  exports  to  Brazil,  wnich  had  fallen  to  low  levels 
after  the  World  War,  and  that  it  had  only  recently  succeeded 
in  doing  so  and  in  fact  in  somewhat  exceeding  its  pre-war 
percentage  in  Brazilian  importations.  This  he  said  did 

not 
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not  constitute  a  threat  or  jeopardy  to  American  oommer- 
clal  Interests  la  Brazil  and  the  increased   trade  had  not 
been  derived  at  the  expense  of  the  United  States.     The 
Ambassador   said  that  his  Government  was  iaos?t  heartily 
in  accord  with  the  principles  maintained  by  the  Govern- 
ment of  the  United  States  as  to  the  necessity  of  uncon- 
ditional most-lav ©red-nation  treatment  and  &s  to  the  need 
for  the  elimination  of  trade  barriers,  and  that  the 
autarchic  policies  now  pursued  toy   Germany  were  intended 
only  to  obtain  tor  German  exports  the  same  advantages 
which  had  accrued  to  the   exports  of  the  United  States 
and  of  other  great  commercial  nations  through  the  deval- 
uation of  their  currencies.     He  concluded  by  saying  that 
nis  Government  reserved  complete  liberty  of  action  to 
take  such  measures  as  it  might   find  necessary   in  case 
activities  of  the  Government   of  the  United  States  should 
lead  Brazil  to  limit   its  trace  with  Germany. 

An  oral  reply  was  at  once  ?aade  to  the  Ambassador's 
representation.     It   is  now  desired  to  confirm  and  amplify 

this 
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this  reply. 

The  Ambassador  has  said  that  tha  German 
Government  Is  la  hearty  accord  with  the  principles 
maintained  by  tha  Government  of  the  United  states 
as  to  the  necessity  for  mo at- favored-nation  treatment 
and  the  rem oral  of  trade  barriers*  The  Government 
of  the  United  States  does  Indeed  attach  great  im- 
portance to  tne  principle  of  equality  of  treatment 
in  international  commerce  as  the  most  satisfactory 
basis  upon  which  a  healthy  international  trade  can 
be  reconstructed  as  a  permanent  foundation  for 
peace. 

The  Government  of  the  United  States  has 
been  endeavoring  to  promote  the  restoration  of 
international  trade  through  the  immediate  reduction 
of  exceeelve  trade  barriers  and  has  adopted  as  the 
most  practical  means  to  this  end  a  program  of  nego- 
tiating 


tries  wiille  extending  to  all  countries  which  do  not  dis- 
criminate against  its  trade  the  benefit  of  the  tariff  reduc- 
tions and  other  trade  advantages  It  grants  any  country 
(Cuba  always  ezoepted) .  The  United  Statee  hae  also  urged 
oa  other  countries,  and  especially  oa  the  great  commercial 
countries  whie-.  exercise  a  preponderant  influence  oa  the 
cosnerclal  policies  of  ths  world ,  the  adopt  loa  and  act  Its 
execution  of  similar  principles  and  policies,  and  the 
abandonment  of  policies  and  praotlcee  which  conflict 
with  and  threaten  to  thwart  the  movement  for  restoration 
and  llbar all satlea  of  world  trade. 

Unlike  the  policy  of  countries  which  by  clearing  and 
compensation  arrangement e  make  aocees  to  their  markets 
depend  upon  the  obtaining  from  other  countries  of  special 
terms)  of  payment  which  require  purchase  of  their  exports, 
and  do  mot  therefore  permit  the  full  sad  ordinary  action 
of  international  competition,  the  commercial  policy  of 
the  United  Statee  imposes  no  such  requiremeat  on  the 
export  trade  of  other  countries  and  Involves  no  economic 

coercion.  The  United  Statee  seeks  equality  of  commercial 
opportunity  for  lte  trade  la  other  countries,  subject  to 


certain  reasonable  and  recognized  exceptions.  It  gives 
other  countries  eouality  of  opportunity  to  buy  and  ~ell 
in  the  United  States,  sabject  only  to  the  reouirement 
that  countries  which  receive  non-discriminatory  treatment 
from  the  United  States  shall  not  discriminate  against  the 
United  States,  and  to  the  historical  and  recognized  excep- 
tion in  favor  of  Cuoa.   It  is  not  a  narrow  policy  of 
seeking  advantage  for  the  United  States  nd  it  will  in 
part  nave  failed  if  it  does  not  serve  to  promote  a  general 
increase  in  tne  volume  and  value  of  international  trade 
from  *hich  the  United  States  *nd  the  w^rld  will  receive 
<_.r  eater  teiefit  tnan  would  be  possible  from  any  cumulation 
of  special  advantages  under  aiscriminatory  trace  regimes. 

It  must  be  manifest  tnat  j-ucn  a  policy  is  not  motivated 
by  hostility  to  or  jealousy  of  the  commercial  expansion 
of  any  country  nor  does  it  seek  unfair  advantage  over  tne 
trade  of  any  country.   The  United  States  does  not  impute 
such  motives  to  any  country.   It  does  believe,  however, 
tnat  certain  types  of  commercial  policies  of  other  coun- 
tries, 


tries,  for  whatever  reasons  they  way  have  been  adopted, 
nay  tend  to  hamper  and  thwart  its  own  wore  liberal  policy 
and  its  broad  objectives,  and  it  feels  fully  warranted  in 
discussing  this  problem  with  any  government  in  whose 
territories  it  nay  arise  and  in  seeking  a  mutually  satis- 
factory solution. 

The  Government  of  the  United  States  welcomes  tne  German 
Government's  repeated  expression  of  approval  of  the  prin- 
ciple of  mo 8 t- favored- nation  treatment  and  of  the  removal 
of  trade  barriers.  Certain  aspects  of  current  German 
commercial  policy  would  appear  to  make  more  difficult  the 
application  of  these  principles  rather  than  to  advance  them. 

German  trade  with  most  of  the  countries  of  Europe  and 
with  some  in  other  parts  of  the  world  Is  governed  by 
compensation  arrangements  under  which  the  proceeds  of  the 
sale  in  Germany  of  the  products  of  the  soil  or  industry 
of  the  other  party  are  required  to  be  spent,  witn  limited 
exceptions,  for  German  goods  for  export  to  and  use  in  the 
territory  of  the  other  party.  With  some  other  countries 
the  same  result  is  brought  about  without  a  compensation 
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arrangement  oy  German  regulations  limiting  the  use  ot 
the  proceeds  of  their   exports  -  tae   system  of  compensa- 
tion marks.     Restrictions  on  the  transfer  rnd  on  the  use 
in  Germany  of  funas  payable  to  non-residents  <>n  inueoted- 
nees  and   other  accounts  not  directly  connected  rith 
current   international  trade  have  beea  used  for   the   same 
purpose.      It  is  argued  i.at  this  is  intended  to  obtain 
for  German  exports  only  the  same  advantages     .iien  other 
countries  have  obtained  by  devaluing  their  currencies. 
It  ie  none  tne  less  clear  that  ^here  the  sale  of  the 
products  of  a  country  or  the  effective  possession  of 
property  of   its  nationals  can  be  attained  only  by  tne 
importation  of  German  go  ds  in  corresponding  value, 
equality  of  opportunity  for  exporters  of  other  countries 
to  compete  vith  German  exporter*  v.  %  .        ith  the  re- 

finements of  practice  devised  07  the  German  exchange 
control  authorities  for  purposes  of  commercial  policy, 
German  compensation  mark  practices  become  in  fact  Tjntertfc 
TrueV  effective  weapons  for  obtain into  advantage^*1  q»os- 

competitors 


competitors  of  non-German  residence.   The  restrictions 
on  the  use  of  the  bank  deposits  in  Germany  which  are 
designated  as  compensation  marks  result  in  the  transfer 
of  sucn  marks  among  residents  of  other  countries  at  prices 
much  lower  than  the  official  parity  of  the  Relchsmark  with 
gold.  The  highest  legal  ad  leer  of  the  United  States 
Government,  after  careful  consideration  of  procedures  of 
this  kind  as  used  in  German  trade  with  the  United  States 
in  1936,  ruled  that  they  constituted  the  payment  or  be- 
stowal of  a  bounty  or  grant  calling  for  the  Imposition  of 
countervailing  duties  under  the  laws  of  the  United  States. 
Germany  Is  not  the  only  country  fostering  exports  by 
compensation  arrangements  or  by  permitting  its  currency  tc 
be  sold  at  depredated  prices  to  certain  non-residents 
for  restricted  usee,  although  it  is  outstanding  among  such 
countries.   Its  exports,  however,  receive  one  distinctive 
advantage,  inconsistent  with  a  regime  of  equal  compe* 
tition,  through  provision  for  massive  but  selective  direct 
subsidies.   In  the  form  of  voluntary  self-aid,  German  in- 
dustries subscribe  annually  to  an  export  subsidy  fund 

which 
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wnich  is  reputed  to  amount  during  the  current  year  to 
1,000,000,000  Reichsmarka.      This  would  permit  a  uniform 
suusidy  on  all  German  exports  of  more  tnan  20  percent  of 
their  value.      Naturally,  however,   the  aotual  direct  sub- 
sidisation is  selective  and,  while  the  facts  are  not 
officially  published,   it  is  understood  that   subsidies  as 
high  as  50  percent  and  even  60  percent  of  invoice  value 
have  in  some  instances  been  paid  to  enable  German  ex- 
porters to  meet  competition  in  foreign  markets. 

The  effect  of  trade  methods   eucii  as  have  been  de- 
scribed appears  to  be  manifest  in  shifts  in  trade  too 
extensive  to  be  ascribed  to  any  normal  change  in  competi- 
tive conditions.     Thus  brasllian  statistics   show  the 
following  percentages  of  participation  of  Germany  in 

supplying  Brazilian  imports: 

1934  Germany       14.02$    United  States  23.67$  Others  62.31$ 

1935  Germany       20.44$     United  States  23.36$  Others  56.20$ 
l$W    Germany       23.50$     United  States  22.12$  Others  54.36$ 

1  £  t     Oil  ftJP  ^  ^y 

1937     Germany       26.03$     United  States  21.02$     Others  52.95$ 

The 
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The  problem  which  sucn  subsidizations  pre sent J  to  the 
exporters  of  other  countries,  including  those  of  the  United 
States,  must  oe  appreciated.  By  the  use  of  subsidy  pro- 
cedure every  field  of  trade,  no  matter  how  reasonable  the 
pr ioe  of  tne  commodity  offered,  no  matter  how  well- 
established  tne  business  connection,  may  be  disturbed  by 
some  administrative  deoieion  to  subsidize  a  competing 
product  sufficiently  to  disturb  the  business.   Competition 
so  directed  seems  to  thie  Government  to  be  contrary 
to  the  principle  of  eouality  to  v/nich  the  German  Gov* 
ernment  declares  itself  to  be  attached.  Furthermore, 
it  takes  the  determination  of  trade  movement  out  of  the 
ordinary  competitive  circumstance  and  places  it  into  the 
hands  of  Government  officials  whose  calculations  need 
not  correspond  to  those  of  competitive  cost.   Against 
the  possibility  of  competition  open  to  such  direction 
it  would  seem  plain  that  competition  of  private 
business,  dependent  solely  on  itself,  needs  safeguarding. 
Without  such  safeguard  both  the  principles  embodied  in 


the  trade  agreement  between  the  United  States  and  Brazil 
Mid  the  trade  benefits  to  be  expected  therefrom  are  brought 
into  jeopardy.   In  return  for  the  trade  opportunities 
granted  to  rasil  under  the  Agreement,  American  trade  was 
pledged  corresponding  opportunity .   Trust  was  placed  solely 
in  the  operations  of  those  private  business  calculations 
which  have  built  up  Brazilian- American  trade  in  the  past, 
to  extend  that  trade  if  tariff  barrier*,  were  lessened.   All 
these  expectations  would  be  invalidated  if  American  trade 
vere  ui&possessed  as  a  result  of  the  use  of  a  system  of 
compensation  procedures  and  governmental  subsidies.   The 
German  Government  surely  realizes  the  problems  created 
by  the  use  of  these  procedures;  tneir  continued  effect 
v.ould  be  to  ve  ken  any  commercial  treaty  arrangements 
based  on  otner  principles  unless  safeguards  were  t:  ken 
against  taem;  aaa  \ lith  the  weakening  of  these  commercial 
treaty  arrangements  the  underlying  principles  themselves 
will  became  inoperative. 

There  is  no  basis  for  statement s*  or  implications 
that  the  Government  of  the  United  States  has  been  in- 


fluenclng  the  Brazilian  Government  in  its  trade  rela- 
tionB  with  Germany  by  threats  of  coercion.  A  trade  agree- 
ment based  on  the  principle  of  most- favored- nation  treat- 
ment was  concluded  between  the  United  States  and  Bratll 
two  and  a  half  years  ago  and  Brazil  was  the  first  American 
power  to  join  the  United  States  In  its  policy  of  recon- 
structing international  trade  on  the  basis  of  equality 
of  treatment.  Both  Governments  are  direoting  their 
efforts  to  assure  that  the  principles  underlying  this 
Agreement  shall  be  sustained,  and  that  the  anticipated 
cenefits  be  realised  In  their  mutual  trade  relations. 


Department  of  State, 
Washington, 
July  21,  1937. 
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A  portion  of  this  tElEgram 
must  be  cloaEly  paraphrased 
beforE  bEing  oommunioatEd 
to  anyonE •   (A) 


Hankow 

DatEd  January  11,  1938 


^Rec'4  8:20  p.m.,    12th 

i'Ol  A 

WAD. 


SEcrEtary  of  StatE,  , 

Washington.  ^  C^&^tJ  &f 

,'J  24,    January  11,   3  p.m.      (GRAY) 

Following  for  War  DcpartmEnt  from  CoibnEl  StillwEll: 
(END  GRAY)   "Since  thE  oapturE  of  Nanking  thE  front 
has  mEltEd  away,  fighting  has  practically  cEasEd  ExcEpt 
on  thE  Tsinpu  linE^  and  thE  military  ohiEfs  havE  bEEn  at 
a  loss  for  a  plan  of  action.  ThE  ChinESE  rEalizE  that 
thEy  cannot  compEtE  in  a  stand  up  fight,   ThE  JapanESE 
realizE  that  thEy  arE  EXtEndEd  dangErously  and  thEy  can 
see  an  apparEnt  targEt  to  strikE  at  that  will  givE  thEm 
a  decision.   Both  sidES  arE  in  a  quandary,  thE  JapanESE 
hoping  thE  ChinESE  will  ask  for  pEacE,  thE  ChinESE  hoping 
for  intcrvEntion  by  a  third  powEr  but  dEtErminEd  not  to 
quit. 

(GPxAY)   On  thE  ChinESE  sidE  only  thE  REds  have  ae  rj 


v* 


dEfinitE  plan,  the  EssEnOE  of  which  is  thE  adoption  o\ 


*i 


guerilla  warfarE  oh  a  widE  scalE  and  thE  mobilization ^f  S 
thE  masses.   This  program  has  a  strong  appEal  and  has  oo 
gained  popular  backing,   (END  GRAY)   The  Kuomintang 
leaders  have  been  forced  to  takE  notioE,  sincE  they  can 
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suggest  nothing  better,  but  they  are  not  pushing  the 
program  In  a  wholehearted  way,  because  its  success  will 
mean  the  passing  of  power  to  the  Reds,  And  perfect 
support  by  the  Government  has  therefore  been  extremEly 
mEager  to  date.   (GRAY)  Present  indications  are  that 
this  polioy  will  be  adopted  and  that  there  will  be  little 
further  serious  effort  to  oppose  the  Japanese  with  a  field 
army*  TliE  question  is,  can  it  succeed?  Guerilla  warfare 
means  to  conclude  action  by  small  units  scattered  over 
wide  areas.  Control  is  ExtrEmEly  difficult  and  without 
somE  moral  forcE  which  urgEs  on  tliE  individual  concErtEd 
action  is  unlikdy.  This  new  force  has  ElsewhErE  bEEn 
suppliEd  by  rEligious  fErvor  or  patriotic  ZEal.  In  China 
the  rEligious  Element  is  lacking  and  patriotic  fErvor  is 
as  yet  largEly  undEVEloped,  though  growing  stEadily.  It 
is  hard  to  arousE  the  spirit  of  self-sacrifice  in  peoplE 
who  havE  bEEn  trEatEd  as  badly  by  thEir  own  troops  as 
they  IiavE  by  thE  EnEmy»   (EKD  GRAY)   HowEver,  thE  Chines e 
havE  bEEn  swEpt  into  mass  action  by  propaganda  in  the 
past  and  thE  REds  claim  that  thEir  plan  will  do  it  now. 
(GRAY)  To  supply  this  patriotic  urgE  to  sElf-sacrificE 
which  is  E3  3Ential  for  success  they  arE  dEpEnding  on  thE 
student  type  of  agitation  to  arousE  thE  peoplE.  In 
rEgions  wh-Ere  Chinese  troops  havE  committed  excesses 

rEsults 
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rE3ults  will  de  disappointing.  In  othero  whErE  only  the 
hEavy  hand  of  thE  JapanE3E  has  bEEn  f Elt,  thErE  may  de 
morE  rEapon3E.   ThE  quE3tion  of  arming  thE  voluntEErs 
is  hov/EVEr  a  ssrious  mattEr;  arms  by  thE  million  arE  not 
availablE.  ThE  timE  factor  i3  also  important  and  it  is 
doubtful  whEthEr  this  can  bE  donE  short  of  six  months  by 
thE  ChinESE#  BasEd  on  thE  facts  at  prESEnt  apparEnt  thE 
rEsort  to  guErrilla  warfarE  by  thE  ChinESE  cannot  bE  ex- 
pEctEd  to  bE  adopt  Ed  with  Enthusiasm  by  thE  ChinESE  as 
a  wholE  and  cannot  havE  much  morE  Ef f Ect  than  to  harass 
an  EnEr.iy  who  will  3till  bE  ablE  to  kEEp  a  firm  hold  on 
thE  oocupiEd  tErritory. 

Tv/Enty-four  light  JapanESE  bombErs  with  Eight 
pursuits  flEw  in  at  5,000  fEEt  from  thE  East  about  noon 
today  and  bombEd  Hankow  airfiEld  hEavily.  LittlE  damage* 
WsathEr  ovErcast  and  hazy.  Anti-aircraft  firE  inEffcctivE. 
No  ChinE3E  airplanES  in  thE  air.  No  JapanESE  1o3ses, 
Formation:   groups  of  thrEE  in  WEdgE  with  pursuit  all  on 
right  (north)  flank,  AirplanE3  turn Ed  and  flEw  off  to 
northEastt 

QuEry,  Does  War  DEpartmEht  dEflirE  furthEr  rsport 
dirEct  novEHEnts  of  psrsonnEl  to  Military  AttachE!s 
offiCE  in  China,  or  will  Military  AttachE  bE  frEE  to 
makE  changes  that  may  sCttn  desirable ?w   (END  GRAY) 

JOHNSdll 
HPDlKLP:\T.;0 
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A  portion  of  this   telegram  Hankow 

BOflt  be   clcawly  paraphrased 
«..ai»»i M  before  tcirv:  ooranuniofttrd  Dntrd  January  11,   10J0 

»Mumm  toanyoilt#  V(A) 

J>  Rec«d   8:20  p.m.,    12th 

cx 

A_a-^      Secretary  of  State, 

A  s>^  Washington, 

SA> 

r '/H'<  24#    January   11,    3  p.m.      (GRAY) 

I'A/D 

LA  Followinc  for  V/ar  Department   from  Colonel  StillwEll: 

rrIS  / 

LU  <-  (END  &TAY)      "Since  the   capture    of  Nanking    the   front 

re' 

KAf    has  melted  away,  fighting  has  practically  ceased  except 

*i< 

PI  N   on  the  Tsinpu  line,  and  the  military  chiefs  have  been  at 

iTA 

ci^     a  loss  for  a  plan  of  aotion.      The  Chinese  realize  that 

FA 

rp    they  oannot  compete  in  a  stand  up  fight.  The  Japanese 

BA 

cc^   realize  that  they  are  extended  dangerously  and  they  can 

A-il/Q 

ca  ^      see  an  apparent  target  to  strike  at  that  will  give  them 

CR 

fco    a ydcoision.  Both  sides  are  in  a  quandary,  the  Japanese 

ha      y 

SAVACB ^hoping  the  Chine pe  will  ask  for  peace,   the  Chinese  hoping 

***  for  intervention  by  a  third  power  but  determined  not   to 

PO 

quit. 


PR 

RP 
ID 
VO 

nni«   definite  plan,  the  esscnae  of  which  is  the  adoption  of 


i<K?AY)  On  t!ie  Chinese  side  only  the  Reds  have  a 


guerilla  warfare  on  a  wide  scale  aid  the  mobilization  of 
the  masses.  This  program  has  a  strong  appeal  and  has 
gained",  popular  backing,   (END  GRAY)  The  Kuomintang 
leaders  Iir.ve  been  forced  tc  ta.:e  notioe,  since  they  oan 

suggest 
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•Ufi^rat   r-otMni?   b»ttir,    Ut    !.hf  y   ;ipr    n-»t    southing    "he 
program  in  a  wholeheartc -'    •' -;  ,   because   its    success   wITj 
mean  tin:    passing   of   power   l~.   t's    .i-<"-3.     And   •vrrfrc': 
support    '  ;•    thr    o,r>vrrw«'  i*.  ♦  i    f    .  r    !  '  >  ■  •     ■  ■-.  t  n     j   ly 

menhir   t<       uti  •      ('oAY)      I'r   jjnt   itiuioat*,  ons    r.rr    t'  .  t 
this  policy  will  be  adopted  an-.!    tii  t   t/-iv   wl.ll    be   litilE 
further  serious   effort  to  oppo.T-   t\>-   .7   ;>r  nc  «. 1-   v.H.'>  ..    r-i:1 
ar'7 1      ""'i!   «r-    ' '    r"'    '  '#    ■'   "      '•    •'"  '  '    '"''"       iuirill..   w;u*jTari: 
means    t      00  o'ude    action  fc^    3i.jj.ll   units    scattered   over 
wide  arras.     Control   ^  3    rr.treiicly  difficult  and  without 
some  moral   f'lrcc   vhjch  urr;e3   or,    tar    individual   concerted 
action     3  unli'ely.     Tlua   ne\;  force    lu.;j   elsewhere   been 
3UDplJ  rr'   Ity  religious   fervor  or   patriotic    ze.l.      In  China 
the  religious    element  i3   lac'.:ir-   and   patriotic   fervor  i3 
as  yet  largely  undeveloped,    though    .rowing    steadily,     Xt 
i3  hare1    to  arouse   the   spirit   of    3Elf-sncrifice   in  people 
who  have    'era   treated  as   lr  ■"?.;■   b;    their   own   troops   as 
the;    'v.v   by    the    enemy.      (»      >       AY)      however,    the   ChinesE 
have   been  swept  into  ma33  action  by  propaganda  in  the 
past  and  the  Reds   claim  that   their  plan  will  do  it  now. 
(GRAY)     To  supply   this   patriotlo  ur#c    to  3  elf -sacrifice 
which  is   e33ential   for  success  tbey  are   depending   on  thr 
student   type   of  agitation  to  arouse   the   people.     In 
regions  where  Chinese  troop3  have  committed  exceoses 

results 
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re suit j  v/il"1    be   disappointing.     In  others   where   only   the 
heavy  hand  of  the  Japanese  has  been  felt,   there  may  be 
morr   rro->onse,     Thf*  qurstion  of  arming  the  volunteers 
Is  however  a  fieri oua   matter;   tivnA   tty    tl.e  million  are   not 
available.     The   time  factor  so  alfto  iTB^Ortant  and  it  is 
doubtfv.l  whether  thin   can  be  done   short  of   aix  month3  by 
thr    c:     p.!  nr,      bnord   cm  the    f   el.-      t    nruimt  apparent   the 
resort  to  juetrilla  tmrfare  bj   the  Chinese  cannot  be  ex- 
pected to  be  adopted  with  enthusiasm  by  the  Chinese  as 
a  whole   an'   cannot    'rve   uuch  Aorr    rffrct  than   to  harass 
an  ene  -y  v/l?.c  will   still   b«-   all-   to  keep  r.   firm  hold  on 
the   oooupird  territory. 

Twenty-four   li,;ht    Japanese   bombers   with  eight 
pursuits  fie'.;  in  at  5,000  feet   from  the   east  about  noon 
today  and  bombed  Hankow  airfield  heavily.     Little  damage. 
Weather  overcast  and  hazy,     Anti-alrorr.ft   fire   Ineffective* 
No  Chinese  airplanes   in  the   air.     No  Japanese   losses. 
Fomrtiont     groups   of  tliree   in  wEd^e  with  pursuit  all  on 
right   (north)   flank.     Airplanes   turned  and  flew  off  to 
northeast. 

°,uery.     Does  War  Department  desire  further  report 
direct  novenents   of   oersonnel  to  Military  Attache's 
offioi    \n  ruiinn,   or  \dll   Milit.-py  Attrehr  be   free   to 
make   chonjes   that  nay  seen  desirable?"      ( EflD  ORAY) 

JOHNSON 
RPDiIX;*!*./  c 
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Tsingtao  via  N.  R. 
Dated  January  13,  1938 
Rec*d  10:30  a.m.  Jan.  14th 


AMEHBAS  SY  P  EI  FT  NG 

AKEUBASSY  IIANKOW   -..>£?—  7^ZJ"7^ 


Secretary  of  State,    <!^W^^^U  M.I.D. 


/         Washington, 


FOR  WAR  DEPARTMENT  FROI!  DORN 

Peiping  and  Eankow  plEasE  transmit  to  Milita- 
Attache,   No,  17,   January  13,  3  p.m. 

JapanESE  army  troops  beginning  to  move  west  on 
railway.  Tsingtao  airfield  bEing  clearEd  of  dEbris  and 
rocks.   Boom  across  the  entrance  to  inner  harbor  partially 
cleared  and  two  freighters  and  one  man  of  war  tied  up  at 
docks  bins  morning.   Only  artillery  seen  was  old  77 
millimeter  Krupp  type.   Great  amount  of  supplies  being 
land ec7..   Japanese  Consul  General  Expects  Japanese 
community  to  return  within  a  month, 

30K0BIN 
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Tsingtao  via  N«  R* 
Dated  January  15,    1938 
Reo'd  10:30  a.m*   Jan.   14th 


£* ■//  AKEKSA£C^  PE1PIH0 


X'iDASSY  JlaNKOi 
Secretary  of  State, 
Washington. 

F01     /..{  DEPARTHEKT  FRO  '  DORN 

Peiping  and  Kankow  please   transmit  to  Military 
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4-tf/C  A*'oaohE»  No,  17.   January  13,  3  p.m. 
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Japanese  army  troops  beginning  to  move  west  on 
railway,  Tsxngtao  airfield  being  cleared  of  debris  and 
rocks*   Ooom  across  the  entrance  to  inner  harbor  partially 
clra"-   an<".  two  freighters  and  one  man  of  war  tied  up  at 
docka  ;>:.3  norning.  Only  artillery  seen  was  old  77 
mil"1?  rtcr  .  rupp  type.  Great  amount  of  supplirs  br\n^ 
lan'.'ec".   Japanese  Consul  Gen  ral  expects  Japanese 
com  -.\ni  --'  to  return  within  r.  .:>.:th. 
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EDA  TELEGRAM  RECEIVE 

This  tElEgram  must  bE PARIS 

closEly  paraphrased 

bEforE  bE^ryj,  communi-       DatEd  January  1 

cat  Ed  to  anyonE  (D)       From 


RECEivEd  3:15  p.m. 


SEcrEtary  of  StatE^  c-v 


\>V>fiM 


hington       i    iMi  1  ■  '338      S 


<^T0N  POL/ 
/4Na"       MK. 


A. 


]'63,  January  13,  6  p.m.  (SECTION  ONE)  N^^ET  Of  %r. 
STRICTLY  CONFIDENTIAL  FOR  THE  SECRETARY. 
Dr.  Tlngfu  Tslang  rECEntly  rEsignEd  as  ChinESE 


.J 


*»' 


Ambassador  in  Moscow  and  will  rEturn  to  China  nExt  wEEk 
via  SingaporE  to  bEcomE  SEcrEtary  to  thE  CabinEt  call  Ed 
on  i£  this  morning  and  madE  a  numbEr  of  statEmEnts  which 
SEEmEd  to  mE  important. 

He  said  that  hE  was  convincEd  that  thE  SoviEt 
Union  v/ould  rEfusE  to  EntEr  thE  Sino-JapanESE  conflict 
undEr  any  and  all  conditions.  He  bEliEVEd  that 
intErnal  difficult! es  in  thE  SoviEt  Union  wErE  such 
at  thE  prESEnt  timE  that  thE  Russians  would  bE  afraid  immm 
to  attack  thE  Japan ese  EVEn  if  thE  Japan ese  army  should  ^ 
bE  grEatly  wEakEnEd  by  a  prolongEd  ChinESE  rEsistancE. 

He  said  that  Litvinov  had  statEd  to  him  rEpEatEdly  ^° 

that  thE  SoviEt  Union  would  dEClarE  war  at  oncE  on 

Japan  if  England,  Franc e  and  thE  Unit  Ed  StatEs  should 

dEclarE  war  on  Japan.   He  said  that  hE  did  not  bEliEVE 

that  this  was  truE  and  that  in  his  final  conversation 

with  Litvinov  hE  had  pinnEd  down  Litvinov  and  compEllEd 

a  rEply 
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EDA  -  2  -  #63,  January  13,  6  p.m.  from  Paris  SEction  1, 

a  rEply.   He  statEd  that  hE  had  askEd  LItvinov  if  hE 
mEant  thE  Sovi Et  Union  would  EntEr  war  against  Japan 
if  any  onE  of  thE  thrEE  nations  namEd  abovE  should  go 
to  war  with  Japan  or  only  if  all  thrEE  togEthEr  should 
|  go  to  war  with  Japan.  Litvinov  had  decohie  complEtEly 
EvasivE  and  finally  had  madE  it  clEar  that  thE  Sovi Et 
Union  had  no  intEntion  whatsoEVEr  of  going  to  war  with 
Japan  undEr  any  circumstancES.  (END  SECTION  ONE) 

BULLITT 
HPD 


TELEGRAM  RECEIVED 

EDA  

This   tElEgram  must  be  PARIS 

closEly  pr.r*tjii*rasEd 

bEforE  bEing   communi-  From  Dated  January  13,    1938 

cat  Ed   to   anyonE    (D) 

RECEivEd  3:35  p.m. 

SEcrEtary  of  StatE 

Washington 

63,   January  13,  6  p.m.  (SECTION  TWO. 

Dr.  Tsiang  statEd  that  on  thE  othEr  hand  thE  SoviEt 
Union  was  bEing  much  morE  gEnErous  in  its  support  of 
China  by  munitions  and  suppliEs  than  hE  had  ExpEctEd. 
Russia  had  at  first  dEmandEd  gold  from  China  in  paymEnt 
for  suppliEs,  but  whEn  thE  ChinESE  had  insist  Ed  that  thEy 
wErE  unablE  to  pay  gold  thE  Russians  had  agrEEd  to  supply 
than  with  EVErything  possiblE  on  crEdit.  ThE  only 
paymEnts  that  thE  Russians  WErE  rECEiving  from  China  WErE 
in  thE  form  of  antimony  and  othEr  minErals  which  thE  trucks 
carrying  war  suppliEs  to  China  brought  back  with  thEm  on 
thEir  rEturn  journEy. 

Dr.  Tsiang  statEd  to  mE  that  most  of  thE  Russian 
suppliEs  to  China  WErE  not  going  ovErland  but  by  sEa, 
EspEcially  by  way  of  Hong  Kong  and  Canton,  although  thE 
FrEnch  railroad  from  Indo-China  was  carrying  to  full 
capacity. 

ThE  ovErland  routE  from  Alma  Ata  in  Russian  TurkEstan 

to 


EDA   -  2   -   #63,  January  13,  6  p.m.  from  Paris  SEction  2. 

to  Urumchi  in  Sinkiang  and  thaiCE  to  Lanchow,  Sian 
and  Chungking   was  now  a  thoroughly  passablE  motor  road 
but  it  took  thE  DEst  trucks  undEr  thE  bEst  conditions, 
with  no  dElays  or  accfdEnts,  at  lEast  18  days  from  thE 
Russian  bordEr  to  Chungking.   This  madE  thE  problEm  of 
supplying  gasolinE  almost  insupErablE  and  thE  ChinESE  had 
now  organizEd  camEl  caravans  to  carry  suppliEs  of  gaso- 
linE for  thE  trucks, 

BULLITT 
CSB 


TELEGRAM  RECEIVED 

EDA 

This  tElEgram  must  bE  PARIS 

closEly  paraphrasEd 

bEforE  bEingHwmmuni-  DatEd  January  13,  1938 


RECEivEd  3  p.m. 


cat  Ed  to  anyonE  (D) 

SEcrEtary  of  StatE 
Washington 

63,  January  13,  6  p.m.  (SECTION  THREE) ♦ 

Dr.  Tsiang  statEd  that  thE  wholE  problEm  of  ChinESE 

rEsistancE  was  one  of  obtaining  military  suppliEs.  He 

bEliEVEd  that  thE  Sovi Et  Union  would  continuE  to  furnish 

all  thE  suppliEs  possiblE  on  crEdit.   It  was,  howEVEr, 

clEar  that  thE  Japan ese  might  soon  blockadE  thE  main  routE 

of  supply  by  way  of  Hong  Kong,  Canton,  and  Hankow.   ThEy 

might  also  bE  ablE  to  fright  En  thE  FrEnch  into  closing  thE 

routE  of  supply  by  way  of  FrEnch  Indo-China.   This  would 

lEavE  opEn  only  thE  ExtrEmEly  difficult  ovErland  routE 

from  Alma  Ata  to  Chungking.   It  would  bE  impossiblE  to 

install  EVEn  a  fiEld  railway  on  this  routE' and  as  a  rEsult 

it  might  bEComE  a  mattEr  of  lifE  and  dEath  for  thE  ChinESE 

to  find  somE  othEr  routE  to  supply  Chiang  Kai  ShEk!s 

(rEtrEat?) 
armiEs  if  hE  should  bE  compEllEd  to  rEpEat   to  SzEchuan. 

Dr.  Tsiang  statEd  that  thsrE  was  anothEr  ExcEllEnt 
routE  which  it  might  bE  possiblE  to  use:  ThE  route  by 
way  of  Burma..  ThE  British  railroad  from  Rangoon  to 
Mandalay  and  thEncE  to  thE  border  of  Yunnan  had  bEEn  com- 
pleted to  within  two  miles  of  the  ChinEse  frontiEr. 

BULLITT 
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TELEGRAM  RECEIVED 


EDA 

This  tElEg*a»  must  bE 
closEly  paraphrasEd 
bEforE  bEVng  communi- 
catEd  to  anyonE  (D) 


From 


PARIS 

DatEd  January  13,  1938 

RECElvEd  3:50  p.m. 


SEcrEtary  of  StatE 
Washington 

63,  January  13,  6  p.m.  (SECTION  POUR). 
ThE  road  from  that  point  to  Yunnanfu  was  an  old  onE  but 
could  bE  put  in  ordEr  comparativEly  Easy  for  thE  transit 
of  modErn  trucks.   Dr.  Tsiang  statEd  that  hE  was  on  his 
way  to  London  this  EVEning  to  attEmpt  to  makE  arrangE- 
mEnts  for  thE  supplying  of  Chiang  Kai  ShEk's  armiEs  by  this 
routE.   He  statEd  that  thE  roads  from  Yunnanfu  to  Chung- 
king wErE  thoroughly  passablE.   He  considErEd  that  this 
routE  by  way  of  Burma  might  bEcomE  China's  lifE  linE  and 
hop Ed  that  thE  British  GovErnmEnt  would  do  EVErything 
possiblE  to  assist  in  thE  supplying  of  China  through  Burma, 

In  thE  coursE  of  our  convErsation  Dr.  Tsiang  said  that 
China  was  still  rECEiving  largE  quantitiEs  of  military 
suppliEs  from  GErmany  and  Italy  and  addEd  that  thE  GErman 
military  mission  in  China  so  far  as  thE  ChinESE  could  dis- 
covEr  was  still  working  loyally  and  EfficiEntly  in 
assisting  Chiang  Kai  ShEk  to  direct  thE  ChinESE  armiss. 

(END  OF  MESSAGE). 

BULLITT 
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before   I  eHi     coimunl- 
cat  M    t.     n    yon i    (D) 


••AM  I  rt 

Dated  Jnnunry   13,    lO.^H 
m  oil  vul  ,*•  1 1 ;.  |'«im. 


Scorttnry  of  State 
Washington 

(U,    Jnnunry    13,    C    p.m.    (:5LCTION    ONL). 

STRICTLY  CONFIDENTIAL  FOR  THE  SECRETARY. 

Dr.  Tingfu  Tsiang  recently  resigned  no  Chlnrne 
AnbniiM'tilor  In  Moscow  and  will  return  to  China  next  weLk 
via  Singanore  to  become  Secretary  to  the  Cabinet  called 
on  me  Via   morning  and  made  a  number  of  statements  which 
seemed  to  me  important. 

He  said  t!iat  he  was  convinced  that  the  Soviet 
Union  would  refuse  to  enter  the  Sino-Japanese  conflict 
under  any  and  all  conditions.  He  believed  that 
internal  difficulties  in  the  Soviet  Union  were  such 
at  the  present  time  that  the  Russians  would  be  afraid 
to  attack  the  Japanese  even  if  the  Japanese  army  should 
be  greatly  v/eakened  by  a  orolon^ed  Chinese  resistance. 

Vz   said  that  Lltvinov  had  stated  to  him  repeatedly 

that   the  Soviet  Union  v/ould  declare  war  at  once  on 

Japan  if  England,  France  and  the  United  States  should 

declare  war  on  Japan.  He  said  that  he  did  not  believe 

that  this  was  time  and  that  in  his  final  conversation 

with  Lltvinov  he  had  pinned  down  Lltvinov  and  compelled 

a  reply 


i  l»A      -    ••    «•    ^n.*.,    .Iiiini'u'v     1 1*|    r    p. in.     I'i'uin    i'urld    titrLluii    i. 

A  reply,  lit  stated  that  he  had  asked  Lltvinov  If  he 
mennt  t>»c  Sov!  it  Union  would  ml  ir  wnr  njrnlnrtt  Jitprui 
if  any  one  of  the  three  nations  named  above  should  go 
to  war  with  Japan  or  only  If  all  three  together  should 
go  to  war  with  Japan.   Lltvinov  had  become  completely 
evasive  and  finally  had  made  it  clear  that  the  Soviet 
Union  had  no  intention  whatsoever  of  going  to  war  with 
Japan  under  any  circumstances.  (END  SECTION  ONE) 
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<PA/t>  63.      January  13,   6   p.m.    (SECTION  TWO. 

EA  '  * 

reis  Dr.   Tslang   statEd   that   on  thE   other  hand   the   Soviet 

r*        Union  was  bElng  much  mors  gEnErous   In  its   support   of 

KA 


I 


*^£    China  by  munitions  and  supplies  than  hE  had  ExpEC^Ed. 
T*    Russia  had  at  first  drnandEd  gold  from  China  in  paymEnt 

FA 

"    for  suppJ.iES#  but  whEn  the  ChlnesE  had  insistEd  that  thEy 

r  P 

p„    were  unable  to  pay  gold  thE  Russians  had  agrEEd  to  supply 

CA  /c  thon  with  EVErything  posslblE  on  crEdit.  ThE  only 

CR 

FM)        paymEnts   that  the  Russians  wErE  rECEiving  from  China  wsrE 

ha 

Savag*  *n  tnc  fonn  of  antimony  and  other  minerals  which  the  trucks 

ic 

MA    carrying  war  suppliEs  to  China  brought  back  with  thEm  on 

PD 

PR  their  return  Journey. 

RP 

TD  Dr.  Tsiang  stated  to  the   that  most   of   thE   Russian 

VD 

FULL        supplies   to   China  were  not  goinc,  overland  but  by   sEa, 

EspEOially  by  way  of  Hong  Kong   and  Canton,    although   thE 

French  railroad  from  Indo-Chlna  was   carrying   to   full 

capacity. 

The  overland  route  from  Alma  Ata  in  Russian  TurkEstan 

to 
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to  Urumchl  in  "lnklang  and  thence  to  Lanchow,  3ian 
and  Chun;-:lng   -as  now  n    thoroughly  passable  motor  rnnd 
but  It  took  thf  beat  trucks  undEr  the  bEst  conditions, 
with  no  delays  or  accidents,  at  least  18  days  from  thi 
Runfllfln  bordrr  to   Chiintfklnf.   This  mnde  th.t  prnMrm  of 
supplying  gasoline  almoot  InsupLfitM  i  and  i  he  ciilm.ii  c.  i 
now  organised  owncl  oarovant  in   carry  nuppllis  of  gaso- 
line for  thE  trucks. 
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Dr.  Tsiang  stated  that  the  whole  problem  of  Chinese 
resistance  was  one  of  obtaining  military  supplies.   He 
believed  that  the  Soviet  Union  would  continue  to  furnish 
all  the  supplies  possible  on  crErtit.   It  was,  however, 
clear  that  the  Japanese  ml^.ht  scon  blockade  tbE  main  routE 
of  supply  by  way  of  Hong  Kon£#  Canton,  and  Hankow.   They 


*RA 

>Uk 
PI 
TA 
CI 
FA 
ff 
BA 

CC 

A-M/C  might  also  bE  ablE  to  frlghtEn  the  FrEnch  Into  closing  thE 

CA 

cm        routE  of   supply  by  way  of  French  Indo-Chlna.      This  v/ould 

Ffro 

Ha    leave  opEn  only  thE  ExtrEmEly  difficult  overland  route 

SAVAGt 

IC    from  Alma  Ata  to  Chungking.  It  would  be  lmposslbl i  ro 

MA 

Po    Install  Even  a  field  railway  on  this  route  and  as  a  result 
PR 

*P    It  might  become  a  matter  of  life  and  dEath  for  thE  Chinese 
ID 

TO    to  find  some  other  route  to  supoly  Chiang  Kal  Shek's 
*Wi.  (rEtrEat?) 

armies  If  hE  should  be  compEllEd  to  rspeat   to  Szechuan. 

Dr.  Tsiang  stated  that  there  was  another  excellent 

route  which  It  might  be  possible  to  use:  ThE  routE  by 

way  of  Burma.  ThE  British  railroad  from  Rangoon  to 

Mandalay  and  thEnce  to  thE  bordEr  of  Yunnan  had  been  com- 

plEtEd  to  within  two  mllEs  of  thE  ChinesE  frontier. 
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63,  January  13,   6  p.*.   (SEW  I  Oft  FOUR), 
rtISThc  road  from  that   point   to  Yunnanfu^was   an  old  one  but 
***     could   be   put    In   order   eomparut tvely    tnny    for    the    transit 
*■*    of  modern  trucks.     Dr.  Tslang  stated   that  he  was  on  his 
**    way  to  London  this   evening  to  attempt   to  make  arrangc- 
JJ     mtnts   for   the    supplying  of  Chiang  Kal   Shek's   armies  by  this 
!J     route*     He   stated   that   the  roads  from  Yunnanfu  to  Chung- 
J^Sting  were   thoroughly  passable.     He  considered  that   this 

y^Q    route  by  way  of  Burma  might  become  China's   life   line   and 

ha 

SAVAtfcoped  that   the  British  Government  would  do    everything 

zc 

HA  possible  to  assist  in  the  supplying  of  China  through  Burma. 

H> 

PR       In  the  course  of  our  conversation  Dr.  Tslang  said  that 

ID  China  was  still  receiving  large  quantities  of  military 

VD 

Full  supplies   from  Germany  and  Italy  and  added   that   the  German 

* 

military  mission  in  China  so  far  as  the  Chinese  could  dis- 
cover was  still  working  loyally  and  efficiently  in 
assisting  Chiang  Kal  Shek  to  direct  the  Chinese  armies. 
(END  OP  MESSAGE), 
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